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CLASSIFICATION OF OPERATING EXPENSES. 

Before leaving this subject attention is called to the classifi¬ 
cation of accounts in tables-and -. It will be ob¬ 

served that the accounts are divided into three classes : 

Maintenance of road, buildings, and general expense, from 
account 1 to 29. 

Station expenses, from account 30 to 40. 

Movement expenses, from account 41 to 74. 

The expenditures of each class bear a distinct character, to 
which I will now refer more particularly. 

Those in the first class are not affected by the amount of 
business transacted, within certain limits to be referred to here¬ 
after. The roadway must be kept in good order, cross-ties 
when decayed must be renewed, bridges kept in repair, and a 
certain organization of officers and men must be kept up, 
whether one or more trains are to pass over the road. 

This class of expenditure per mile of road will vary on dif¬ 
ferent roads, according to the permanency of construction, the 
number of bridges to be kept in repair, the nature of the soil,the 
climate, and many other local conditions. They will also vary 
with the amount of business, but only to the extent to which 
an increase of business requires more extensive accommoda¬ 
tion, such as depot-buildings, side-tracks, etc., which have to 
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be kept in repair. On a road with an established business, 
and having suitable accommodation for the same, considerable 
variation in business may take place without affecting this 
class of expenditures. 

The second closs of expenditures are incurred at stations, in 
keepiug up an organized force of agents, laborers, etc., for the 
purpose of receiving and delivering freight, the selling of 
tickets, etc. 

One portion of these expenditures does not vary with the 
amount of business; another portion does. A certain number 
of agents have to be employed, whether there is more or less 
work to be done; but the number of persons employed to 
handle freight may be varied in proportion to the number of 
tons of freight to be handled. This whole class of expendi¬ 
tures, however, is entirely uninfluenced by the length that 
either freight or passengers are hauled, or, in other words, by 
the work of transportation performed. Freight or passengers 
may be hauled five or two hundred miles, the station expenses 
incurred on their account being the same. 

In the third dass of expenditures have been collected all 
those that vary with the number of trains run. 

On roads on which there is sufficient freight business to fill 
all trains that are run from one terminus of the road, the 
amount of freight transported will be nearly in proportion to 
the number of freight train-miles; and hence, on such roads 
this third class of expenditures will be nearly in proportion to 
the amount of business. It is this class of expenditures 
alone which possesses that characteristic. 

On roads, however, upon which freight trains have to be 
run at stated times, whether fully loaded or not, this class of 
expenditures does not vary with the business, but very nearly 
with the number of trains run. The expenditures and amount 
of freight transported in this case are irrelative, the cost of 
transporting freight being dependent entirely upon the loads 
as accidentally offered for transportation. 

To the three classes of expenditures just named, and which 

have been shown separately and in detail in tables -and 

*-, must be added a fourth, not shown in these tables, but 

which forms a large proportion of the total operating expenses 
of railroads—viz., the interest on the capital invested. 
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This chiss is mainly uninfluenced by the amount of work 
done. Onty so far as ah increase of business involves the neces¬ 
sity of additional investments for its accommodation is it in¬ 
fluenced by the amount of business. 

In the consideration of the subject of the cost of railroad 
transportation, it is of the greatest importance to discriminate 
between the expenditures which vary with the amount of work 
performed and those which are entirely independent thereof. 
The latter form so large a proportion of the total operating ex¬ 
penses of railroads that it becomes impossible to make the 
amount of work performed a criterion or measure of the cost. 

The fixed or inevitable expenses which attach to the opera¬ 
tion of railroads, and which are the same whether one or many 
trains are run over a road, have to be ascertained separately 
in each individual case. These expenditures are in the nature 
of a tax upon the business of the road; the smaller the busi¬ 
ness the larger the tax. What the tax may or should be per 
ton of freight or per passenger carried in any one case cannot 
be predetermined by any general rule or law, but can only be 
ascertained after the two elements on which it depends—(1) 
the fixed expenditures, and (2) the amount of work done—are 
actually known. These elements vary on all roads ; it would 
be a singular accident to find them alike on any two. 

The disregard of these facts in estimating the cost and the 
value of railroad transportation with a view of judging of the 
reasonableness of railroad tariffs, has led to many erroneous 
conclusions, which appear to be now fixed in the public mind. 
It is of great importance to the owners of railroad property at 
this present time—more so, perhaps, than heretofore—to pos¬ 
sess correct information upon the subject of the cost of railroad 
transportation. It may, therefore, not be considered out of 
place here to show how the cost of transportation varies upon 
the various roads operated by the Louisville & Nashville 
Railroad, and the reasons therefor. 

The following table (A) shows the percentage of the four 
classes of expenditure above referred to, of the total operating 
expenses on the seven roads operated by the Louisville & 
Nashville Railroad Company : 
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TABLE A. 



M. S. 

M. L. 

N. & D. 

K. B. 

B. B. 

R. B. 

G. B. 

Movement expenses. 

41.367 

38.589 

38.594 

22.428 

19.490 

17.634 

28.761 

Station exppuses. 

18.161 

12.924 

12.259 

4.367 

6.209 

5.832 

5.007 

Maintenance of road. 

14.453 

17.179 

17.554 

17.964 

22.505 

17.295 

9.361 

Interest on investment. 

26.019 

31.308 

31.593 

55.241 

61.796 

69.239 

56.871 

Total. 

100.000 

100.000 

100.000 

100.000 

100.000 

100.0U0 

100.000 


From this table will be seen the great diversity existing in 
tlie relative proportions of each class of expenditures. 

The movement expenses , the cost of conveying freight from one 
place to another after it is loaded in the cars—the transporta¬ 
tion expenses proper—are 41.3 per cent, on the Main Stem, 
and only 17.6 on the Kichmond Branch, of the total operating 
expenses. We have, therefore, in one case 58.7, in the other 
82.4 per cent, of the total operating expenses, which are en¬ 
tirely uninfluenced by the amount of work performed as meas¬ 
ured by weight and distance, or ton-miles. 

The station expenses vary from 4.3 per cent, on the Knox¬ 
ville Branch to 18.1 per cent, on the Main Stem of the total 
operating expenses. 

The cost of maintenance of road is 9.3 per cent, on the Glas¬ 
gow Branch, and 22.5 on the Bardstown Branch. 

7 he interest account is 26 per cent, on the Main Stem, and 
59.2 per cent, on the Kichmond Branch. 

TYith such great variations in the constituting elements of 
the cost of transportation, uniformity in the final results can 
not be expected. 

CAUSES OF DIFFERENCE IN COST OF TRANSPORTATION. 

I will now compare the expenditure of each class per ton- 
mile on the seven roads, and show more particularly the rea¬ 
sons for the great difference in cost. 

The following table (B) shows each class of operating ex¬ 
penses per ton-mile on the seven roads operated bv the L. & 
N. K. K. Co.: 























TABLE B. 


Cost per ton-mile. 

M. S. 

M. L. j N. & D. 

K. B. 

B. B. 

R. B. 

G. B. 

Movement expenses. 

Cents. 

.7365 

.3233 

.2573 

Cents. Cents. 
.8102 .9787 

.2714 .3109 

.3607 .4451 

Cents. 

.9364 

.1823 

.7499 

Cents. 

1.5039 

.4791 

1.7366 

Cents. 

1.6934 

.5601 

1.6608 

Cents. 

6.4928 

.9563 

1.7877 

Station expenses. 

Maintenance of road. 

Total operating expenses. 

1.3171 

.4633 

1.4423 1.7347 

.6574 .8011 

1.8686 

2.3061 

3.7196 

3.9968 

3.9143 

5.6887 

8.2368 

10.8615 

Interest . 

Total oper’g exp. and interest. 

1.7804 

2.0997 2.5358 

4.1747 

7.7164 

9.6030 

19.0983 


Movement expenses (comprised of items 41-73, Tables —— and 
-). It appears that on the first four roads this class of ex¬ 
penditures varies from .73 cents to .97 cents per ton-mile ; on 
the last three named from 1.50 cents to 5.49 cents per ton-mile. 
The first four roads belong to that class on which fully loaded 
freight trains can be started from one terminus of the road; on 
the last three named trains are started at regular times, re¬ 
gardless of the amount of load that is to be carried. Hence, 
we find greater agreement in the cost of moving one ton one 
mile on the first four roads than on the latter, on which the 
cost depends altogether upon accidental causes. 

If on the first four roads the grades, curves, and the cost of 
labor and material were the same, and also the character of 
the business, then the cost per ton-mile should be the same; 
but as these elements of cost differ, uniformity in the cost 
even in the movement expenses cannot be expected. 

The character of the business of a road has a great influence 
upon the cost of transportation. 

We find the average train loads carried on the first four 
roads, and the movement expenses per ton-mile, as follows: 




M. S. 

M. L. 

N.tfeD. 

K. B. 

Average train-loads. 

Movement expenses per ton. 


135 

0.73 

113 
• 0.81 

96 

0.97 

77 

0.93 


On the Main Stem the average net load carried per train is 
nearly twice as much as on the Knoxville Branch. 

On the first named road a large amount of freight is carried 
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over its whole length ; while on the latter, which is a mere 
local road, it only passes over a portion of its whole length. 
The capacity of the locomotive and train cannot, therefore, be 
as fully utilized on the latter as on the former road. 

On the Main Stem the tonnage in one direction is 73 per 
cent, of the tonnage in the other direction, while on the Knox¬ 
ville Branch it is only 21 per cent.; hence, more empty cars 
have to be run on the latter than on the former road. 

The result is that an average of 135 tons of freight is being 
carried per train on the Main Stem, while only 77 tons can be 
carried on the Knoxville Branch ; yet the same attention is 
paid on both roads to secure maximum loads to each train. 

It is the character of the business peculiar to each road that 
brings about this great difference, which, of course, influences 
the cost of transportation. 

On roads on which there is not sufficient business to secure 
full loads to the trains from one or the other of the terminal 
stations, the difference in the movement expenses per ton is 
found still greater. 

The following table shows the average loads carried in the 
trains of the three branch roads, and the cost per ton-mile for 
moving the freight: 



B. B. 

R. B. 

G. B. 

Average number of tons of freight carried on one train. 

Movement expenses per ton-mile.cents 

18.2 

1.5 

24.0 

1.7 

4.9 

5.5 


It is on account of the small loads carried on the Glasgow 
Branch per train (4.9 tons) that the movement expenses are so 
much larger than on the other branches, on which the trains 
carry from 18.2 to 24 tons. 

Station exp uses (items 30-40, Tables - and-). The 

elements controlling the cost per ton mile for station expenses 
are : 

(a.) The cost of handling one ton of freight—for loading, un¬ 
loading, clerking, agents’ salaries, depot expenses, switching, 
etc. 

( b .) The length of haul. 
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Supposing that the cost of handling freight per ton were the 
same on all roads and at all stations of a road, then the cost 
per ton-mile of freight would vary according to the length of 
haul. For each particular length of haul there would be a 
different cost per ton-mile for this service. 

By reference to Table - it will be seen that the average 

cost of station expenses per ton of freight handled on the 
Main Stem of the road is 23 cents. For freight that passes 
over the whole length of the line, say between Louisville and 
Memphis, the cost per ton-mile would be - \y - 7 ~ = 0.12 cents, 
and for freight carried only for five miles it would be = 

9.2 cents. We have, therefore, a difference between the cost 
per ton-mile from 0.12 to 9.2 cents, although the actual cost of 
performing the work was the same in both cases ; thus show¬ 
ing that the ton-mile is not a proper unit of measure of cost of 
this service. 

But there is even considerable variation in the cost of hand¬ 
ling one ton of freight at various stations, as will appear from 
an examination of Table-, which show's the station ex¬ 

penses per ton and the number of tons of freight handled at 
each station. We can ascertain from this table, in connection 

with Table -, the average cost per ton-mile of freight 

handled at each station. 

The latter table gives the number of ton-miles of freight re¬ 
ceived and forwarded from each station. Dividing the number 
of tons into the number of ton-miles gives the average haul, 
and dividing this into the cost per ton for handling gives the 
average cost per ton-mile for handling freight. 

For example, take Brooks Station. Number of tons of 

freight received and forwarded (Table-), 654 ; freight to 

and froi£ Brooks Station was carried 14,335 miles (Table-); 

therefore, the average haul - L J|-|- § -= 21.8 miles; station ex¬ 
penses per ton at Brooks Station (Table-), 71 cents ; cost 

per ton-mile ^-§- = 3.26 cents. To this has to be added the 
expenses at the station from or to which the freight w'as for¬ 
warded. 

If both stations are known, the cost per ton-mile for station 

expenses can be readily ascertained from Table-. For 

example, for freight shipped between Louisville and Brooks 
Station, distance 9.2 miles : 

2 




8 


Station expenses at Brooks Station per ton . 

Station expenses at Louisville per ton. 

Total cost per ton."* 

Length of haul, 9.2 miles; cost per ton-mile, 10.4 cents. 


This example sufficiently illustrates the great variety m 
cost, and the impossibility of making the ton-mile the mea ®^ r ® 
of cost of or compensation for this service. The ton handled 
would be a more correct measure, although there is necessarily 
much variety even in this cost, as we have seen, and as will 
still further appear from an examination of Table . 

It must, therefore, be evident that it is impossible to prede¬ 
termine the cost per ton-mile of freight for handling without 
taking into consideration the length of the haul and the con¬ 
ditions under which the station service has to be performed. 

Maintenance of roadway and general expenses (items 1-29). 
The two elements that determine the cost per ton-mile for this 
service are— 

1. The cost of maintaining one mile of road, etc., during a 
given time. 

2. The number of tons of freight passed over it during the 
same time. 

The former differs on each road, and so does the latter ; 
hence, uniformity in cost per ton-mile is impossible. 

The following table shows the cost of maintenance of road¬ 
way and general expense per mile of road on the seven roads 
operated by the Louisville & Nashville Railroad Company 
during the last year, and the average number of tons of freight 
pa'Sed over one mile of each road; also the cost per ton, 
mile : 


Cost of maintenance of road per 

mile per year (Table-, item 

29). 

Tons of freight passed over one 

mile of road. 

Cost per ton-mile.cents 


M. S. 

M. L. 

N. & D. 

K. B. B. B. ' 

R. B. 

G. B. 

$1,857.87 

$1,142.25 

$1,243.49 

906.76 436.69' 

436.61 

262.73 

433.G62 

0.26 

152,273 

0.86 

143,378 

0.44 

72,456 11,538 
0.75 1.74 

1 

16,656 

1.66 

6,137 

1.78 


Part of the cost of maintenance of roadway and buildings is 
chargeable to the passenger traffic, The division of charges 
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between the two classes of traffic lias been made in proportion 
to train-miles. It follows from this that the cost per ton-mile 
of freight is in a measure affected by the relative use made of 
a road by the passenger and freight traffic. 

From this statement will be noticed the great difference in 
cost of maintaining one mile of road, buildings, etc. On the 
Main Stem this cost is $1,857.87, on the Glasgow Branch 
$262.73 per mile. 

An examination of the items from 1 to 28, Table-will 

show in what particulars these differences occur. A few may 
be mentioned here. The cost per mile on the Main Stem and 
Glasgow Branch is as follows : 



M. S. 

G. B. 

Renewal of ties.... . 

368.89 

32.96 

I3ridare superstructure. 

250.26 

25.14 

Ditching.. . 

69.23 

26.06 

General expense. 

346.14 

Salaries, insurance, and taxes. 

100.40 




Total.•. . 

$1,134.92 

$84.16 



The difference in cost in these five items on the Main Stem 
and Glasgow Branch is $1,050.76 per mile of road. Part of this 
great difference is caused from the fact that on one road greater 
expenditures were made during this year than was due to the 
year’s business ; on the other road less. It will be remembered 
that the yearly depreciation of cross-ties on the Main Stem 
was found to be for 16J years at the rate of $257.11 per mile, 
while during the past year there was expended $368.89 on the 
Main Stem, and on the Glasgow Branch only $32.96 per mile ; 
the first sum more, the latter considerably less than is re¬ 
quired to make good a year’s depreciation. 

There are great differences in other expenses, such as re¬ 
pairs of bridges, on the two roads. On the Main Stem, as has 
been mentioned before, the cost of bridge repairs during the 
last year was unusually heavy, while on the Glasgow Branch, 
with only one small bridge, the cost is very small. The gen¬ 
eral expenses of administration on the Main Stem are not in- 



















curred or? the Glasgow Branch, which is also exempt from 
taxation. Hence the great difference in cost of maintenance 
of road and buildings and general superintendence between 
the two roads. 

When we examine into the differences existing in regard to 
the amount of business transacted in one year over one mile of 
road—the other element named which enters into the cost of 
one ton per mile—we find the variation still greater. On the 
Main Stem 433,662 tons, on the Glasgow Branch only 6,137 
tons, pass over one mile of road per year. We can, therefore, 
not be surprised that the cost on the Main Stem for mainten¬ 
ance of road is only one-fourth of a cent per ton-mile and on 
the Glasgow Branch 1.8 cents. 

Interest account .—The original cost of the road and the rate 
of interest form one element, and the amount of business 
transacted the other, which determines the cost per ton-mile. 

The cost of roads per mile and the business transacted over 
the same vary so much that the cost per ton-mile for inteiest 
can not be expected to be the same in any two cases. 

It is impossible to predetermine what is a proper charge for 
interest on any particular road until these elements—viz., the 
cost of road and the amount of business—are known. 

On the Main Stem of the Louisville & Nashville Railroad, 
dividing the number of ton-miles of freight carried into the 
interest chargeable to the freight business, the cost per ton- 
mile is 0.46, while on the Richmond Branch it is 10.86 cents, 
over twenty times as much. On the five other roads the 
interest charge varies from 0.65 to 5.7 ceuts per ton-mile. (For 
further particulars refer to Table B, page 5.) 

We have now considered the variation in each class of ex¬ 
penditures and the causes therefor per ton-mile. When we 
find so much variation in the elements which make up the cost 
of transportation, we can not expect to find uniformity in the 
total cost. 

From Table B it appears that the variation in the total cost 
per ton-mile is from 1.78 cents on the Main Stem to 19.09 
cents on the Glasgow Branch. The work performed—viz.,the 
movement of one ton of freight one mile—is the same on all 
roads yet the cost of performing is ten times more on one 
road than on the other. 
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Great as this variation is on the seven roads under the same 
management, the variation of the cost per ton-mile is still 
greater even on the same road, depending as it does upon the 
different conditions under which the service has to be per¬ 
formed. It would lead here too far to thoroughly analyze 
the cost of railroad transportation in all its details, and I will 
only state that a careful investigation shows that under 
the ordinary conditions under which transportation service is 
generally performed the cost per ton-mile in some instances 
may not exceed one-seventh of a cent, and in others will be as 
high as 73 cents per ton-mile on the same road. The lower 
cost applies to freight carried in cars that otherwise would re¬ 
turn empty ; the higher cost to freight in small quantities 
carried short distances. 

It is impossible to predetermine the cost of carrying freight 
on any one road unless the conditions under which it is to be 
carried, as far as they affect the cost of transportation, be 
previously known. 

In order to estimate the cost of transportation under the 
various conditions that occur, it is necessary to classify the 
expenditures, and to separate those that increase with the 
amount of work done from those that are fixed and indepen¬ 
dent of it; and to ascertain the ratio of increase of cost with 
the increase of work. Without such an analysis of the cost it 
is impossible to solve the question of cost of transportation 
that arises in the daily practice of railroad operation. A mere 
knowledge of the average cost per ton-mile of all the expen¬ 
ditures during a whole year’s operation is of no value what¬ 
ever in determining the cost of transporting any particular 
class of freight, as no freight is ever transported under the 
average condition under which the whole year’s business is 
transacted. We can therefore not make the average cost per 
ton-mile the basis for a tariff, if it is to be based upon cost; 
but we must classify the freight according to the conditions 
affecting cost, and ascertain the cost of each class separately. 

A formula is given on page 29, showing the various elements 
entering into the calculation of the cost of railroad transpor¬ 
tation. 
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Comparison between Railroad and other Transportation. 

The problem of ascertaining the cost of railroad transporta¬ 
tion is not quite so simple as it may at first sight appear. It is 
much easier to determine the cost of wagon, canal, or steam¬ 
boat transportation. The common carrier by wagon or canal 
knows the exact amount of toll be has to pay, and assumes no 
risk of an investment in an expensive roadway. Nature fur¬ 
nishes a roadway to the carrier by steamboat, and keeps it in 
repair free of charge. Hence, in estimating the cost of trans¬ 
portation by wagon, canal, or steamboat, two of the most un¬ 
certain and changeable elements, and at the same time the 
costliest, of railroad transportation are eliminated from the 
calculation, llailway companies are not only common carriers ; 
they are also proprietors of a roadway. Their tariff charges are 
not only for transportation service proper, for the service ren¬ 
dered as common carriers, but also for the use of the roadway , 
for its maintenance , and for the risk assumed in the investment. 

Notwithstanding this distinctive character of railroad service, 
as compared with that performed by other common carriers, it 
is sought to regulate the tariffs of railroads, and to judge, com¬ 
pare, and criticise the same by the same measure or rule that 
applies properly only to the service of common carriers ; viz., 
the measure of iceight of freight and distance to ivhich it is car¬ 
ried. The idea prevails that the cost of transportation of a 
ton of freight on one railroad should not materially differ 
from that on others, and that the cost of moving freight 
should be in exact proportion to the distance to which it is 
carried. 

These rules might be applied with some degree of justice to 
the cost of moving freight, although even here discrimination 
between different roads and different lengths of haul must be 
made ; but the measure of weight and distance—the ton-mile 
—cannot be used as a measure of cost incurred by railroad 
companies as proprietors of the roadway. This service must be 
measured by different rules. The cost of the roadway, the 
rate of interest and discount in obtaining money, the cost of 
the maintenance, and the actual use made of the roadway,, form 
the proper data for calculation. 

On the seven roads operated by the Louisville & Nashville 
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Railroad Company, the cost of maintenance of road and inter¬ 
est on investment, when distributed over the number of ton- 
miles carried over the roads, is as follows (see Table B, page 
5): 




M. S. M. L. 

N.&D.I k. b. 

B. B. 

R. B. 1 G. B. 

Cost per ton-mile.. 

..cents 

0.7206 1.0181 

1.2462 ls.0560 

6.7334 

7.3495 12.6492 


This statement shows the great difference in cost, from 0.7 
cents to 12.6 cents per ton-mile, although the service rendered 
is exactly the same ; the use of the roadway for one mile for the 
purpose of moving over it one ton of freight. 

Were these roads owned by one party and used by another 
(the latter common carriers merely), the toll, or the charge for 
the use of the roadway, would have to be made according to 
these figures, in order to reimburse the proprietor for the cost 
of the service. If the common carrier would then charge sepa¬ 
rately for his services for moving the freight by the ton-mile, 
and for handling, warehousing, and taking care of it by the ton, 
the difference between the charges for the service as common 
carriers on the different roads would not be so great. 

If the charges for railroad transportation were thus subdi¬ 
vided, the reasonableness of the same could be more readity 
explained and understood. The confusion which exists in the 
minds of some people on the subject of railroad tariffs, arises 
from the prevailing practice of combining the charges for 
three distinct services in one, and applying a measure to the 
whole which only can properly be applied to a portion of it. 

So strong has become the conviction in the public mind that 
there should be uniformity in the cost of railway transporta¬ 
tion, that it has found expression in some of the States in leg¬ 
islative acts enforcing uniformity in compensation, while the 
natural laws governing cost, causing, as we have seen, so great 
a difference, are allowed to operate undisturbed. 

The ton-mile, without further inquiry as to its adaptability, 
is made the measure of cost. If by comparing the tariffs of 
different roads, or the tariff for different services on the same 
road, a difference be discovered, the road charging the higher 
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rates stands convicted of practicing extortion and unjust dis- 

crimination. . 

Upon sncli evidence as this, laws have been enacted in 
some States tor the purpose of preventing extortion, and which 
affect injuriously railroad property and the rights of a great 
many innocent people. 

GOVERNMENTAL REGULATION OF RAILROAD TARIFFS. 

It can not be denied that a law forcing railroad companies 
to furnish the use of their roads and to transact the business 
of a common carrier for less than cost is simply a law of 
confiscation, no matter under what pretext of authority it is 
enacted. It can hardly be maintained, in the light of our 
knowledge of human nature, that at the time the contracts 
between some of the States and the builders of the roads were 
made the latter were given to understand, as distinctly and 
clearly as they are now made to understand, that the State re¬ 
served the right to confiscate their property at pleasure. It 
appears that the interpretation of the law by one party to the 
contract was a great surprise to the other, originating, as it did, 
many years after the contract was made, during which time 
the construction now put upon it was rot thought of or sought 
to be enforced. In ordinary cases, the true meaning of a con¬ 
tract, it not unequivocally expressed, is determined from the 
manner in which the same has been executed through a long 
period of time ; but this does not seem to hold good when 
railroads are parties to the contract. 

The question as to the right and the extent of the right of 
the government of a State or the National Government to pre¬ 
scribe fixed compensation for specific transportation services, 
or to regulate in a more general manner the railroad tariffs, is 
one of great interest and importance to all owners of railroad 
property. 

The relations of the Louisville & Nashville Railroad Com¬ 
pany to the States in which it is located are well defined by the 
several charters; yet the National Government, at least one 
branch of it, has lately claimed jurisdiction over railroad 
tariffs, on the plea of having the power under the Constitution 
to regulate commerce between the States; and there prevails a 
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general tendency in the public mind that something must be 
done in the way of railroad legislation. 

In the last Legislature of the State of Kentucky a law was 
passed through the Senate making it obligatory on all the 
roads in the State to carry way freight (including the cost of 
handling it) at a rate not exceeding 25 per cent, over the low¬ 
est rate per mile charged at the same time for through freight. 
A full explanation of the chartered rights of the company, and 
of the bearing and effect of such a law r upon the railroads of 
the State and upon public interests, was made to the intelligent 
committees of both legislative branches, and this was sufficient 
to prevent the final enactment of that law. 

In the Legislature of the State of Tennessee several laws on 
the subject of railroad tariffs passed through one, and some 
through the other branch of the Legislature, and only failed at 
the close of the session for want of time. 

These laws were of such a character that had they passed, 
and could they have been enforced, would have ruined the 
whole railroad property of that State. 

It is true that such legislation could be clearly proven illegal 
and void, both under our charters and under the constitutions 
of the States, yet during the time required to do so, great losses 
might be inflicted uptm the stockholders, and expensive and 
troublesome litigation would follow. All of which can be 
avoided by a more thorough knowledge of the subject on the 
part of the people and their representatives. It can be 
readily shown that many of the difficulties of what is called 
the railroad problem are only apparent. They have their ex¬ 
istence in the ignorance of the people upon this subject, and 
as soon as the facts appear in their full and true light, most of 
them will vanish without the aid of legislative interference. 

It is with a view of bringing about a clearer and better 
understanding of railroad transportation that I have referred 
to it in this report at so great length. 

Nine-tenths of the stockholders of the Louisville & Nash¬ 
ville Railroad and its leased lines are citizens of the States in 
which their roads are located; the question of legislative con¬ 
trol of railroads in this instance is not a mere party question 
between the people and “soulless corporations,” but it is a 
question between the people who furnish the transportation 
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and the people who use the roads. To a great extent they are 
the same, a great portion of the road being owned by cities 
and counties. A careful study, therefore, by the people of the 
facts and questions involved becomes almost a matter of neces¬ 
sity in the preservation of their own property. 

The subject of legislative enactments regarding the tariffs of 
railroads not owned by the Government must be considered in 
two aspects—first, as to the abstract right of the Government 
to establish tariffs ; and second, as to the practicability of es¬ 
tablishing and enforcing the same so as to accomplish the 
object for "which the control is undertaken. 

The first question is one of law, and must be decided by the 
courts in accordance with contracts, charters and constitu¬ 
tions ; but the second is a question for the consideration of 
experts in the management of railroads, and must be decided 
from a knowledge of the facts and the natural laws controlling 
the subject. 

Should the courts decide that the Government has the right 
to establish or control railroad tariffs, and it be found in the 
nature of the case that the exercise of that right necessitated 
the violation of other fundamental laws-, the question as to the 
abstract right would become of secondary importance. 

There is a decision on record that bear§ upon this subj ect. It 
is not reported in the law books, but has been universally ap¬ 
proved. A certain citizen of Venice was given the right under 
the law to take one pound of flesh from a fellow-citizen. He 
found it impossible to obtain it without also taking blood, and 
probably life, to which he had no lawful claim ; and the judg¬ 
ment, therefore, remained unexecuted. 

The right of the Government to establish and enforce rail¬ 
road tariffs does not carry with it the right to confiscate the 
property of railroad companies. If a tariff cannot be estab¬ 
lished and enforced unless the property of railroad companies 
is used without due compensation and without their consent, 
then this right ought not to be exercised, unless it be con¬ 
tended, as it has been by some, that “might is right.” But 
even then it would soon be discovered that to deal unjustly 
with railroad companies will react sooner or later injuriously 
upon the public interest, and that to act in accordance with 
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the dictates of justice in this as in all other cases will prove the 
best policy. 

The question as to the right and policy of Governmental in¬ 
terference with railroad tariffs practically resolves itself into 
this question : whether it be possible for the Legislature to 
undertake this control without the violation of other laws and 
the rights of parties interested, and in such a manner as to 
fully accomplish the object for which this control is under¬ 
taken. This question I will now consider. 

PRINCIPLES UPON WHICH RAILROAD TARIFFS MUST BE CONSTRUCTED. 

The first principle that should guide the formation of rail¬ 
way tariffs stands written in the good book—“ The laborer is 
worthy of his hire.” Those furnishing transportation for others 
should be reimbursed for at least the cost. Had this principle 
not been recognized at the time the roads were built, few would 
now be in existence, and if it is to be repudiated now, few will 
be constructed hereafter. The proper basis of railroad tariffs 
is, therefore, the cost of the transportation service. 

I have shown in this report the great variation in the cost of 
railway transportation on different roads, and the causes which 
necessarily bring about this result. From it necessarily fol¬ 
lows the impossibility of enacting general laws establishing 
tariffs applicable to more than one road. 

What is reasonable compensation for railway transportation 
service, or what constitutes just or unjust discrimination in 
railway charges, is not a question that can be decided a 'priori , 
or that can be formulated into a general law. It can only be 
decided in each individual case, when all the conditions under 
which the service is performed and the elements controlling its 
cost are known ; in most cases it can only be decided correctly 
after the service has been performed. 

It would be just as- sensible to predetermine by legislation 
what shall be the cost of raising a bushel of corn as to prede¬ 
termine the cost of carrying a ton of freight. The action of 
the sun and rain upon the growth of the corn and the quan¬ 
tity of the yield are no less uncertain elements than some 
of the elements which enter into the cost of transportation 


service. 
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The average cost of moving one ton one mile on the Main 
Stem of the Louisville & Nashville Railroad is 1.78 cents ; on 
the Glasgow Branch li<.09 cents. What justice would there be 
in establishing a law requiring both roads to work for the same 
compensation ? Nor would it be more just to classify the rail¬ 
roads and enact a special tariff for each class, as no general 
laws exist or have as yet been discovered under which such 
classification could be made ; the various combinations of ele¬ 
ments of cost are different on and peculiar to each road, con¬ 
trolled as they are by local causes. 

The great difference in cost referred to in this report occurs 
in the average cost per ton-mile of transportation during the 
period of a whole year ; but there is still greater difference in 
the cost of transportation of one ton one mile on the same 
road, varying with the conditions under which the service is 
performed, according to the length of haul, the quantities in 
which freight is transported, and whether the freight is carried 
in cars that would have to return empty or in special trains. 

I have mentioned that according to these and other conditions 
it may cost one-seventh of a cent only in some cases and 
seventy-three cents in others to transport one ton of freight 
one mile. 

The labor, therefore, of forming a tariff based strictly upon 
cost is very intricate, and not of such a character that it can 
be properly performed by legislative bodies as at present con¬ 
stituted. The only mode in which they could act would be to 
appoint competent officers, whose duty it would be to ascertain 
the cost of transportation on each individual road, and to 
establish a tariff accordingly. If this duty coidd be properly 
performed, few railroad companies would complain, as the 
majority work for less than cost. 

A tariff so established strictly upon the basis of cost would, 
however, be of little use unless it be accompanied by a law 
forcing the people to ship over the road a certain quantity of 
freight at the established rates. If they are left free to select 
other modes of transportation that may be cheaper, then it 
would soon become apparent that the railroad would be of use 
only to a very limited number of people ; as the number of 
shippers is decreased the cost of transportation would be 
increased in many cases to such an extent that the turnpike 
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would furnish a cheaper mode of transportation. The fact 
would soon become evident that railroad tariffs cannot be based, upon 
the cost of transportation alone. Other elements enter into their 
formation that cannot be ignored, if it be intended to develop 
fully the usefulness of railroad property both to its.owners and 
to the public. 

The question that greatly controls railroad tariffs is ivhat is 
the service ivorth , not what does it cost; and this is a mere com¬ 
mercial question, uncontrollable by acts of legislation. The 
relative value of an article at the place from and to which it is 
shipped determines the charges for transportation it can bear. 
If a greater charge is made than the difference in these values 
the article cannot be moved. It may, therefore, become neces¬ 
sary to charge on some articles less than the full cost of trans¬ 
portation in order to enable them to be moved at all; and this 
necessitates again to charge more on others which can bear 
higher charges. 

An element is here necessarily introduced of a purely com¬ 
mercial character, and which requires a knowledge of the value 
of articles in the different markets of the country between 
which they are to be exchanged, situated often far beyond the, 
limits of any one State. This element must necessarily work 
constant changes in tariffs, and it would, therefore, be im- 
pos>ible to predetermine the same or fix them by legislative 
action. 

There is another disturbing element that prevents fixed 
railroad tariffs. It is competition. The simple question re¬ 
quires to be answered, will you carry freight and passengers 
for the same that other transportation lines charge, either by 
rail or river, or will you not carry them at all ? 

All that has to be known by the railroad manager to answer 
this question is the minimum cost at which the service can be 
performed. If the obtainable rate exceeds cost, no matter how 
little, it becomos his interest to accept the terms offered. The 
important question to be decided is, what is the minimum 
cost? 

In the statements I have given on page 5, the average 
cost of transportation per ton-mile for four different classes 
of expenses were given. Two of these classes are not affected 
by the work done, but are fixed, viz., the cost of maintenance 
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of road and the interest on the investment. On the Main Stem 
of the Louisville & Nashville Railroad they amounted to 0.72 
cents per ton-mile, or forty per cent, of the whole cost, and the 
expenses for moving and handling freight were 1.06 cents per 
ton-mile. 

Now, it follows that when freight is to be carried at a rate 
fixed by competition, and cannot be carried at all if a greater 
rate is demanded, the Louisville and Nashville Railroad Com¬ 
pany can carry the same at the rate of 1.06 cents per ton-mile 
and not lose thereby ; if it could obtain more, the additional 
receipts would be just so much profit, applicable to lowering 
the rate on other freight. Yet if the Louisville & Nashville 
Railroad Company was to be forced b} 7 law to do all their 
business at this low rate, the expenses would exceed the income 
by forty per cent., and the road could not be operated at all. 
The company would prefer to abandon the competitive 
business and arrange the tariff for way business by charging, 
when this is possible, as much more as the profit on the com¬ 
petitive business would have amounted to. 

From this it will be seen that the transaction of this com¬ 
petitive business, apart from the indirect benefits which it may 
exercise, is more to the advantage of the shipper, whose loca¬ 
tion does not give him competitive privileges, than to the rail¬ 
road company. 

Notwithstanding this fact, the carrying of competitive freight 
at low rates is the most fruitful source of complaint on the 
part of the shipper who pays higher rates. It nas given rise 
to the charges so commonly preferred against railroad com¬ 
panies of making unjust discriminations in their tariffs, and 
against which legislative protection has mainly been invoked. 

JUST AND UNJUST DISCRIMINATION. 

It is maintained that to carry freight between distant com¬ 
petitive points at lower rates than between intermediate points 
where no competition exists is an act of injustice to the ship¬ 
pers at the latter points. This conclusion is based upon the 
assumed principle that common carriers are bound to serve 
their customers alike. The application, however, of a general 
principle to complicated transactions, such as take place in the 
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business of common carriers, without taking into account all 
the facts bearing upon the same, is apt to lead to erroneous 
conclusions, as it does in this case. 

I will illustrate this subject by a special case, which is a re¬ 
presentation of many. Louisville and Memphis are connected 
by navigable rivers, and in the exchange of commodities be¬ 
tween the two cities they have always had the benefit of low 
rates of river transportation. A railroad 377 miles long is built 
connecting the two cities, passing through a number of interior 
places, which had before only imperfect communications. Sup¬ 
pose one of these places, called A, be located on the line of this 
road, 100 miles from Memphis and 277 from Louisville; how 
i3 it affected by the construction of the road? Before the road 
was built freight from Louisville destined to A was shipped to 
Memphis by river, and then by wagon to A. Since the road 
has been built, there are two routes from Louisville to A, one 
by river to Memphis and thence by rail, and the other by rail 
direct to A. Taking the first route, the charge for shipping to 
A is made bv adding to the river rate from Louisville to Mem¬ 
phis the rail rate for 100 miles from Memphis to A. This lat¬ 
ter rate is much below the rate formerly charged by wagon, 
and to the extent of this difference the shipper at A has been 
benefited by the construction of the road, not to mention the 
greater convenience and saving in time of which he now gets 
the benefit. This ought and would be satisfactory if the road 
stopped at A; but the fact that a new route is opened to him, 
direct from Louisville, only 277 miles, causes all the trouble. 

The railroad is obliged to carry freight from Louisville to 
Memphis at the low river rate, which is much below the aver¬ 
age cost of railroad transportation ; but it derives from this 
rate a small profit, for reasons fully explained on pages 19 and 20. 
It is obliged for the same reasons to charge its customers at A 
more per ton-mile for the distance of 277 miles than is charged 
to Memphis; but this can in no case exceed the sum of the 
river and rail rates from Louisville to A via Memphis, for if 
it did, the latter route would be the preferred one. 

Now, the fact that the railroad carries freight from Louisville 
to Memphis through A, at a lower rate than it carries it from 
Louisville to A, is considered an act of injustice to the shipper 
at A, and he demands that he be put on the same, or even a 
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better, footing with the shipper at Memphis, who always had 
the advantage of lower rates of transportation before the road 
was built. His demand amounts to this: that the railroad com¬ 
pany having expended millions of dollars in the construction 
of a railroad connecting the interior places, which were with¬ 
out the improved modes of transportation, with two cities 
upon navigable rivers, conferring thus a great benefit upon 
those interior places, shall, in consideration of having done so 
much, do still more, and secure for them the same advantages 
possessed by the places situated upon the banks of navigable 
rivers. 

It is rather surprising that some courts have decided this 
position to be right. They have declared it unjust discrimina¬ 
tion for railroad companies to charge higher rates of trans¬ 
portation to intermediate than more distant points, a decision 
based upon the improper application of the principle that 
common carriers must not make any distinction among ship¬ 
pers. 

From the foregoing illustration it will appear that discrim¬ 
inations necessarily have to be made; but it will also appear 
that it is not the common carrier who creates the same arbi¬ 
trarily, but the nature of things makes them necessary. To 
pursue another course than that indicated would result to the 
disadvantage of all concerned and benefit no one. Were the 
low competitive freight to be refused, the cost of carrying 
other freight would be increased. If the same rate was to be 
charged to all interior points as to the competitive points, the 
railroad could not be operated at all. 

Different localities are more or less favored in regard to 
transportation facilities, either by nature or the enterprise of 
man. It cannot be maintained that it is the duty of the com¬ 
mon carrier to equalize these existing inequalities at his own 
expense. All that is required of him is not to create them 
himself arbitrarily. He must treat all alike that are situated 
alike ; but he cannot be bound to wipe out existing differences. 
He may be obliged to carry freight at a lower rate to some 
localities than to others, but this in itself does not constitute 
an injustice or injury to the shipper in a less favored locality, 
as long as the charges made are reasonable in themselves and 
alike to all in the same situation. 
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Discriminations are the necessary result of competition, and 
competition is the best protection against extortionate charges 
—much more efficient than any artificial legislative device. To 
take away the right from railroad proprietors to establish their 
tariffs upon the recognized principles that guide all other com¬ 
mercial transactions, and substitute fixed tarifl’s or arbitrary 
rules on which they must be based, would destroy the great 
usefulness of railroads. 

It may be and has been asserted that the effect of competi¬ 
tion is not felt upon way business for which no direct competi¬ 
tion is possible. This, however, is an erroneous view. When 
there is competition at any one point upon a railroad it makes 
itself felt over some portion of the road, more or less, accord¬ 
ing to the situation of the competing line. The truth of this 
can be illustrated by again referring to the case already cited. 
The rate from Louisville to an intermediate station on the road 
from Louisville to Memphis is established, as I have shown, 
by adding to the river rate to Memphis the railroad rate from 
Memphis to this intermediate station, which I have called A. 
The rail rate is limited by the charter, which prescribes maxi¬ 
mum rates, or where this is not the case it would be limited 
by the consideration as to what constitutes a reasonable com¬ 
pensation for 100 miles of rail transportation, and could in no 
case exceed the rates charged for transportation by other 
modes that might be available from Memphis to A. It is 
therefore the competitive river rate from Louisville to Mem¬ 
phis that influences and establishes the rate to this interior 
point. 

As the number of competitive points is multiplied on any 
one road the rates to a greater number of interior points are 
influenced, and this to a greater extent. Thus the Memphis 
Line from Bowling Green, where it diverges from the Main 
Stem to Memphis, 259 miles in length, is crossed by two navi¬ 
gable rivers and four other railroads, establishing thus six com¬ 
peting points. The shippers over this line can therefore al¬ 
ways avail themselves of the competitive rates to the nearest 
point. They can in no case be charged more from Louisville 
direct to any station of the road than the competing rate and 
the rate of the short rail haul added, no matter what may be 
the distance from Louisville to the interior point. The con- 
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sequence is that all the interior points enjoy the benefit of 
whatever competition there is; but it also follows that the 
tariff upon such a line cannot be constructed upon a mileage 
basis, but must make more or less discrimination between the 
different localities according as they are affected by competi¬ 
tion. It may necessarily require freight to be hauled over a 
longer distance for much less than it is carried for a shorter 
distance. It is either this or the abandonment of competitive 
business. 

If railroad companies could agree among themselves to stop 
competition to junction points, one of the most fruitful causes 
of complaint against discrimination in railroad tariffs would at 
once be remedied ; but it would be at the expense of the benefit 
of competition. 

The same result must follow if the rates to competing points 
are determined by the Legislature of the State in which they 
are situated. But in this case competitors by river and rail¬ 
roads in other States should also be compelled to maintain 
these rates ; otherwise the roads over which the State has 
complete control could not do business at all at competing 
points. Surely the people could not be benefited by such a 
course; it would be much better to let the natural laws of 
competition have their full force. To interfere with them is 
certainly not to regulate but to obstruct commerce, for which 
there is no authority in the Constitution of the United States. 

The problem of establishing a railroad tariff that possesses 
all the desirable requirements is one not of easy solution. It 
is an intricate and difficult problem ; but the more complicated 
we find it to be, the more reasonable it is to assume that it 
can better be solved by those who are directly interested, who 
practically devote their whole time and attention to it, than by 
members of a Legislature, a majority of whom may be pre¬ 
sumed to be utterly ignorant of this special subject. 

It is generally supposed that the right to establish their 
own tariffs gives great power, liable to abuse, into the hands 
of railroad managers, but upon closer investigation it will be 
found that the extent of this power is generally much over¬ 
rated. Enlightened self-interest dictates its exercise reason¬ 
ably, and in a spirit of liberality ; competition, especially with 


25 


water transportation, circumscribes it into the narrowest 
limits, if it does not nullify it altogether. 

On the roads operated by the Louisville & Nashville Rail¬ 
road Company the maximum legal rates authorized by the 
charter vary from 7 to 10.2 cents per ton per mile. The aver¬ 
age actual charge made is 2.172 cents. Why does not the 
company charge more, having an undoubted right to do so? 
Other causes than the mere will of the managers limit the 
charges. In one case it is competition, in another the freight 
is of such a character that it cannot bear higher charges, or 
both of these causes are in operation at the same time. 

I can assert from my personal experience that on 920 miles 
of railroads, stretching in all directions over a large territory 
of country, the managers have no more to do with the making 
of the tariffs than to study the conditions and limitations to 
which I have referred, and to conform to the same. The re¬ 
sult is that the tariff charges on these roads are but from 20 to 
30 per cent, of the maximum authorized by law. I can also 
affirm that a similar state of affairs exists in regard to the 
large number of railroads with whose affairs I am acquainted. 

If the mere will of the managers, unchecked by other con¬ 
siderations, had absolute control over railroad tariffs, would it 
be likely that so many roads in the United States would be in 
the hands of receivers; so many more unable to pay dividends 
to stockholders; so comparatively few paying the usual inter¬ 
est on the cost of construction ; and so few paying a larger 
interest? 

Any one who asserts that the railroads in this country as a 
whole are guilty of extortion only shows his own ignorance of 
the facts, easily accessible, and exhibited by the statistics in 
regard to the financial result of railroad operation in the 
United States. The truth is that the people of this country 
are furnished with transportation for less than its cost, at the 
expense of the owners of railroad property. 

The general practice of citing one or two cases of unreason¬ 
able railroad charges, or a few cases where railroad companies 
pay dividends upon watered stock, and basing upon this the 
charge that all or the great majority of railroads in the coun¬ 
try are doing this, is manifestly unjust. If the charge is made 
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against the railroad system as a whole, it stands refuted by the 
general result of its operations as a whole. 

That errors are committed by railroad managers in arrang¬ 
ing their tariffs, especially in details, can not be denied (and 
this is equally true in other important human avocations), nor 
can it be wondered at, if we bear in mind the complications 
and difficulties of this work. But as the interests which are 
intended to be served necessarily suffer from these errors, it 
should be presumed that they* are the result of ignorance 
rather than evil intent, and the only correction in this matter 
is better information, sounder judgment, and greater intelli¬ 
gence. If these requirements could be supplied by legislation, 
the end would be accomplished. Much might be done by in¬ 
stituting intelligent inquiry and investigation of the facts bear¬ 
ing upon the subject, and by disseminating the result among 
the people. In this direction legislative influence should first 
be exercised. 

GOVERNMENTAL RAILROAD TARIFFS A FAILURE. 

The foregoing consideration of the subject of legislative con¬ 
trol of railroad property leads to the following conclusions: 

First , that such control can not be exercised by general laws 
establishing fixed railroad tariffs without a violation of the 
rights of the parties owning the property. 

Second, that it is impossible under such fixed railroad tariffs 
to fully develop the usefulness of railroads to their owners and 
the people. 

The experience of the past regarding special railroad legis¬ 
lation confirms the correctness of these conclusions. 

Mr. Charles F. Adams, Jr., sums up the result of his 
thorough investigations of the subject of governmental inter¬ 
ference with railroad tariffs in the report of the railroad com¬ 
missioners to the Legislature of the State of Massachusetts. 
Referring especially to Great Britain, he says, “ Nowhere has 
the system of special legislation been more persistently fol¬ 
lowed, and nothing, it may be added, could have been more 
complete than its failure.” 

And again: “ The result of thirty years of successive and 
wholly abortive efforts in this direction in England has been 
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that Parliament has at last settled down in the conviction that 
the developments and necessities of trade in practice always 
have nullified, and inevitably must nullify, the special acts, no 
matter how carefully and skillfully they may be prepared.” 

PREVENTION OF EXTORTION AND UNJUST DISCRIMINATION. 

It is only surprising that it should have required thirty 
years to establish a fact that must appear evident at once if 
we thoroughly analyze the nature of the object sought to be 
attained, and the instruments and means available for its at¬ 
tainment, and still more surprising when we consider that the 
object of all the efforts referred to could be simply reached by 
enforcing the common law , which prohibits common carriers 
from making unreasonable charges for transportation. 

Let the parties guilty of a violation of this law alone be held 
responsible. This course has been deemed sufficient hereto¬ 
fore to prevent wrong doing, and if followed and adhered to, 
should also be sufficient to prevent extortion on the part of 
railroad companies. 

It has been urged against the efficiency of the law that the 
expense of litigation deters individuals from seeking redress. 
To remove this objection the State could provide an indict¬ 
ment against offending railroad companies, and throw the cost 
of litigation upon the commonwealth. It has also been urged 
that it is difficult, it not impossible, to make proof of the un¬ 
reasonableness of railroad charges. Several plans have been 
proposed to remove this objection. 

The House of Representatives of the United States pro¬ 
posed a law by which nine commissioners were to guess at the 
rates which should be considered reasonable. I say guess , be¬ 
cause it would be entirely impossible for nine men to ascertain 
what are reasonable rates, upon correct principles, for all 
roads in the United States. 

The Legislatures of some States have adopted arbitrary 
tariffs, which are to be considered reasonable until proved 
otherwise. The object of these measures is simply to throw 
the burden of proof as to the reasonableness of transportation 
charges upon the railroad companies. But in so doing it 
raises fictitious issues; it declares certain things reasonable 
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which are not so, and makes an untruth the basis upon which 
a legal action is to be brought. 

It is difficult to perceive wh}' all this complicated machinery 
was invented to reach an object that can be simply reached by 
enacting a law which shall throw at once the burden of proof 
upon the railroad companies. Such a law would be perfectly 
just and proper. It is the business of the common carrier to 
know when he establishes a tariff that it is in accordance with 
the requirements of law ; and having all the facts bearing upon 
the question in his possession, he should have no difficulty in 
making the proof. 

A rigid and frequent application of the law as above sug¬ 
gested, to railroad carriers, would soon prove whether the 
many complaints made are based upon facts or upon fiction. 
The judicial investigation in a number of cases, aided by the 
testimony of experts in railroad management, would soon bring 
to light and establish the proper principle upon which ques¬ 
tions as to extortionate rates and unjust discriminations 
should be decided ; and it would not be long before people 
would learn to understand and look upon the subject in its 
proper light. 

The present persecution of railroads, which in some parts 
of the country has become a mania, is not unlike the persecu¬ 
tion of witchcraft in former years. It must cease as soon as 
intelligence has taken the place of ignorance. When this point 
has been reached many of the supposed difficulties of the rail¬ 
road problem will be solved. 

It has been with a view of contributing something toward 
this desirable end that I have discussed the subject in this re¬ 
port at so great length. 

****** 


FORMULA FOR ASCERTAINING THE COST OF RAILROAD TRANSPORTATION PER TON-MILE; 

Showing also, with Reference to the Items of Expenditures on Page — , the Various Elements entering into the Calculation of Cost. 


Movement expenses per train mile (items 41 to 74) 

Movement expenses per ton-mile-average number of tons of freight in each train ” 

Cost of handling freight (items 30 to 40) at forwarding station - f- at delivery station ^ 
Station expenses per ton-mile..- length of haul 


total miles run by freight trains per year 
Cost of maintenance of road per mile per year (items 1 to 29 )X total revenue train3> pass . and fr’ t pr . yr . 


Maintenance of road per ton-mile= 


average number of tons of freight transported over one mile of road per year 


Cost of road per mileX 


rate of interest per annum 


number of freight train miles per year 


Interest per ton-mile. 


number of revenue train miles, fr’tand pass., per year_^ 


average number of tons of freight transported over one mile of road per year 


Total cost per ton-mile=a -f- b -J- c -f- d. 

In order to make use of this formula it is necessary to know the fifty-eight items of expense enumerated on page —, all of which vary on 
different roads, and enter into different combinations with each other. Some of the items of movement expenses ( to ) change with the 
weight of trains, and have to be ascertained in each individual case. The average cost for the year can be made the basis of the estimate. 
Besides the items shown on page —, the following other items enter into the calculation ; the average number of tons of freight in train per mile 
of the round trip of the train, the average length of haul, the number of miles run over the road with freight and passenger trains per annum, 
the cost of the road, the rate of interest, and the total number of tons of freight carried during a year over one mile of road. Without these data 
it is impossible to make a correct estimate of the cost of transportation on railroads. 
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Mr. Chairman: 

The first and second sections of the Beagan Bill provide 
that the rate of railroad transportation shall be the same to all 
persons for like service, and that no rebate, drawback, or other 
advantage in any form, shall be given to any person. The 
object of this bill is to secure to all shippers in the country 
reasonable, equitable, and permanent rates of transportation, and 
to avoid unjust discrimination not only between the individual 
shippers at the same locality, but also between the shippers at 
different localities. If this object can be attained, then this bill 
ought to have the cheerful support of every citizen, be he mer¬ 
chant, manufacturer, miner or agriculturist, railroad proprietor or 
railroad manager; it would at once solve one of the most compli¬ 
cated and difficult problems that has engaged the attention of 
the best minds of all countries during the past half century. 
Does this bill solve that problem ? 

NO PROVISION IS MADE FOR THE ENFORCEMENT OF A JUST 
AND UNIFORM TARIFF. 

In the first two sections the bill simply reasserts the principle 
that has always been recognized in the common law of the 
country governing common carriers, but has hardly ever been 
enforced in practice. Does this present bill make any provision 
for carrying this principle into practical execution in such a 
manner as to remedy the existing evils which have arisen from 
a violation of the common law, and which this bill is intended 
to correct ? In my opinion it does not. After the Beagan bill 
has become a law, we have no assurance whatever that there 
shall be no longer any discrimination or differences in rates for 
like service performed to persons at the same locality, nor does 
it insure that like rates of transportation shall be maintained 
with any degree of permanency, or that the rates from different 
localities shall be so adjusted as not to be unjustly discriminat¬ 
ing. 

Take for example the five roads terminating at Chicago, 
engaged in carrying the traffic from there to the seaboard. Boad 
No. 1 establishes to-day a rate of 40 cents per 100 lbs. from 
Chicago to New York ; Boad No. 2 may make to-morrow a rate 
of 35 ; Boad No. 3 the next day a rate of 30 cents, and Boad 


4 


No. 4 on the following day a rate of 25; and the fifth Road on 
the fifth day a rate of 20 cents. This may be done when the 
Reagan bill is in force, as it is done now without it. The ship¬ 
pers on the fifth day may have to pay only one-half the rate 
paid by the shipper who is obliged to ship on the first day. The 
bill, therefore, does not secure uniformity and permanency of 
rates of transportation to the shippers from the same locality for 
like service, as it is expected to do. Neither does it secure to 
shippers from different localities equitable, permanent and non¬ 
discriminating rates. What assurance is there that the rates 
from St. Louis to New York, which ought to be higher than the 
rates from Chicago, on account of its greater distance from New 
York, may not be lower than the rates from Chicago, at the 
same time? They may be 40 cents from Chicago to New York 
when they are only 25 cents from St. Louis. What is there to 
hinder it ? Is there any provision in the Reagan bill that pro¬ 
hibits this unjust discrimination ? The fourth section of the 
bill evidently was intended to have that effect. But have not 
the Chicago roads under this bill the right to make any rate they 
please from Chicago, and have not the St. Louis roads the right 
to make any rate they please from St. Louis ? These roads are 
independent of each other. How then is the object of the 
fourth section of the bill, which is intended to secure to ship¬ 
pers at different places non-discriminating rates, to be carried 
into practice ? As the bill now stands it cannot be carried out. 

PRINCIPLE UPON WHICH PRESENT RAILROAD TARIFFS 
ARE BASED. 

It is the practice of competing railroad companies to establish 
at all places where they come in competition a joint tariff, 
according to which the rates are made the same to all persons 
for like service, and to adjust the tariff from the different locali¬ 
ties, to each other, upon the mileage basis—that is, according to 
the distance of the localities from the common points to which 
shipments are made, or nearly so. 

The rates that are established by agreement from Chicago to 
New York form the basis of all rates from every point in the 
territory east of the Mississippi, north of the Ohio River and 
the seaboard. The rate from East St. Louis is made exactly six- 


5 


teen (16) per cent, more than the rate from Chicago to New York, 
because St. Louis is sixteen (16) per cent, further than Chicago 
from New York. From Indianapolis the rate is made nine 
(9) per cent, less, also according to distance, and so on. 

There can be no principle more correct than the one upon 
which the transportation tariffs of the country are now based; 
Congress could not suggest a better one. Under its operation 
the fourth section of the Reagan bill, according to which freight 
shall not be carried at a greater cost over short distances than it 
is carried over longer distances, would be fully carried out from 
all competitive points. No serious difficulty is experienced by 
the competing railroad companies in the country in agreeing 
upon and establishing tariffs entirely satisfactory to the commer¬ 
cial community and to the people. An examination of the 
tariffs that have from time to time been established would show 
that they are based upon principles recognized by all commer¬ 
cial men as correct, and fully in accordance with the laws govern¬ 
ing common carriers. The evils which the Reagan bill wants to 
remedy do not arise from defective or badly constructed tariffs, 
but they arise from the failure to carry these well devised tariffs 
into execution, and here lies the whole difficulty of the transport¬ 
ation problem. 

WHY ARE THESE ESTABLISHED TARIFFS NOT ENFORCED? 

These tariffs are not enforced simply because each of the 
many competing railroad companies, after having agreed 
to maintain a joint competitive tariff, is left at liberty to 
depart from it whenever it pleases. If a company hopes 
to secure a few additional tons of freight by a rebate or a 
drawback, it pays it in violation of its voluntarily assumed 
obligation to adhere to the tariff. This action, although in¬ 
tended to be secret, is discovered by the watchful eyes of 
its competitors and might as well have been taken openly 
as it will have to be hereafter, if the Reagan bill becomes 
a law. No sooner is the agreed tariff departed from by 
any one of the many competitors, than all the others follow, as 
they necessarily must. The consequence is that the properly 
constructed tariff falls to pieces from the touch of a single 
hand like a house of cards. Where before there was a 
symmetrically arranged structure there is now nothing but a 
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confused heap of the material with which it was constructed 
Where before equal rates were charged to all persons for the 
same service, and where proper relations existed between the 
tariff of all commercial communities, avoiding unjust discrimina¬ 
tion between individuals or communities, there is now nothing 
but chaos, each man at every place has now his own tariff and 
his own classification, regardless of what other parties have. 
The rates are changed from day to day—even from hour to hour; 
the through rates are lowered, while the local rates remain com¬ 
paratively high. 

When by this process the rates have become as low as they 
possibly can go, the railroad managers meet and with one stroke 
of the pen the rates are raised at once from the lowest depth to 
the highest pitch— say from a 15-cent rate from Chicago to New 
York to a 40-cent rate. Thus are produced all the evils which 
the Reagan bill proposes to remedy. They follow as the natural 
consequence of the action of perhaps a single railroad manager, 
at whose mercy, or whim, or selfishness, the people of the whole 
country are made to suffer —not only those who use, but also 
those who own the railroads. It is a wonder that the people 
have allowed this abuse to go on so long. 

Will the Reagan bill, if it becomes a law, put a stop to it ? It 
will not. The bill makes no provision that reaches the root of 
the evil. It makes no provision for the establishment and main¬ 
tenance of a just and properly constructed tariff. It does not 
restrict any of the numerous railroad companies from making 
at any time, each for itself, whatever rate it chooses to make, 
regardless of the rate that may be made by its competitor in the 
same city or in distant markets. 

As long as this liberty is not restricted, and the Reagan bill 
does not restrict it, no security whatever is offered to the public 
that the same confusion of tariff, the same unjust discrimination 
between shippers in the same locality, and the same violent 
fluctuation in rates, will not take place with all the attending 
evils, after, as well as before, the Reagan bill becomes a law. 

The fact that one and the same line of transportation can, 
under the Reagan bill, make only one rate to shippers from the 
same locality for like service during five consecutive days, does 
not insure that some other line will not make a different rate; 
the effect of which is precisely the same as if the same line 
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of transportation could make, as it now does, different rates for 
like service to different shippers, and this is exactly what the 
Reagan bill wants to prevent. 

A FEATURE OF THE BILL THAT MAY WORK SOME IMPROVE¬ 
MENT BY INDIRECTIONS. 

There is, however, one feature of the Reagan bill that may 
possibly work some good, but, unfortunately, only by indirec¬ 
tion, and in spite of the spirit and declared object of the bill. 
The reductions of tariff which are now generally made secretly 
would hereafter have to be made openly; this is the only dif¬ 
ference between the method now in use and the one proposed 
by the Reagan bill. The provision of the bill, according to 
which the tariff has to be published five days in advance of its 
going into effect, will have the tendency to consolidate the pres¬ 
ent loose combinations between railroad companies in establish¬ 
ing their joint competitive tariffs, and the penalty imposed for 
a violation of the published tariffs, will enable the roads to 
maintain the tariffs more permanently than they could do with¬ 
out this restraint In this respect the Reagan bill will work an 
improvement, but this result is by no means certain. 

Suppose, for example, that after an agreement to maintain cer¬ 
tain tariff rates from Chicago, any one of the numerous routes 
from Chicago to New York—and there are some fifteen—finds 
that it cannot secure any business, or not as much as it thinks 
it ought to have, it will give notice to the other roads that in five 
days its tariff will be reduced. This will at once destroy the equali¬ 
ty of rates unless the other roads make similar reductions, and if 
they do, then the permanency of rates will be destroyed. How¬ 
ever, the practical result most likely will be, that in order to 
prevent the general reduction in rates, the roads will agree to let 
the dissatisfied road have a certain proportion of the business 
by permitting it to lower its rate to a certain extent, while the 
other roads keep up theirs until the agreed additional tonnage 
has been thrown upon the road that could not get, under equal 
rates, a satisfactory share of the business. The method is pre¬ 
cisely the same, in effect, as the pooling of the business, which 
latter is forbidden by the bill. There is no law, however, which 
forbids a road to lower its rates, nor is it likely that such a law 
would be enacted, and hence the provision of the bill according 
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to which no pooling is to be allowed, can be readily evaded, like 
all laws that are not properly considered. 

The fact is, that the objects of the Reagan bill can only be 
attained by the process which I have just described, no matter 
by what name it may be called, although it is in direct violation 
of the provision and the spirit of the bill. All the good that 
the bill can possibly accomplish must be accomplished by indi¬ 
rection. I take for granted that this is not the proper method 
in which the American people want to deal with so important 
a subject. 

WARFARE AND COMPETITION BETWEEN RAILROAD COMPANIES 
MUST BE RESTRICTED. 

It ought to be understood and frankly acknowledged that in 
order to carry out the object of the Reagan bill it is absolutely 
necessary, 

First —That all the railroad companies competing with each 
other must agree upon a joint competitive tariff, the same 
by all routes between the same termini, and equitably adjusted as 
between all competing points in the country so as to secure to 
the shippers the same rates for like service, and to the different 
communities, just and non-discriminating rates. 

Second —That a tariff so arranged must be strictly adhered to 
by all competing roads, until it is changed again in the same 
manner and upon the same principles as that upon which it was 
first established. 

It is only in this way, and in no other, that the object of the 
Reagan bill can be carried into practical execution, and that a 
stop can be put to the existing evils. 

These measures, of course, cannot be carried out without re¬ 
stricting, to a certain extent, the competition between the indi¬ 
vidual transportation companies, and for this reason Congress 
may be afraid to put them in operation; but it might as well be 
attempted to mix fire and water into a homogeneous mass as to 
attempt to secure to the people of this country the maintenance 
of an equitable and just transportation tariff, and at the same 
time leave the competition between the transportation companies 
as it now is—unrestricted by any law. The existence of one 
condition of affairs excludes the existence of the other. 
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The question for Congress to decide, is, which will they have ? 
If it be decided that the present method of competing between 
railroad companies is beneficial to the public, then, the people 
must accept with it all the attending evils; and if, upon the other 
hand, it is admitted that the present evils of the transportation 
business are unendurable, then the proper remedy is to restrict 
the competition or warfare as it now exists between the railroad 
companies. 

I am, of course, an advocate of the latter proposition, believing 
that it will be to the interest of the public that there should be a 
proper and just tariff maintained, and that all unjust discrimina¬ 
tions should be eliminated from the transportation business. I 
am aware that there will be great objection raised to any measure 
looking to the restriction of competition, for fear that the rates 
of transportation would thereby be increased. I believe this fear 
to be entirely without foundation, knowing that it is impossible 
to eliminate from the transportation business, all elements of 
legitimate competition, and that it is only a species of competition, 
of a very unhealthy character, that must necessarily be restricted, 
in order to carry out the objects of the Reagan bill. 

WHAT CONSTITUTES HEALTHY AND UNHEALTHY COMPETITION 
—THE LATTER TO BE RESTRICTED. 

It will be necessary to explain what I mean by healthy, per¬ 
manent and legitimate elements of competition which enter into 
the construction of railroad tariffs, and what are the incidental 
secondary elements, which act not only spasmodically and without 
law, but simply according to the whims or selfishness of railroad 
companies, and which work so much mischief to the public, 
as well as to the railroad companies themselves. 

When competing railroad companies establish a joint competi¬ 
tive tariff, they take into consideration all the legitimate elements 
of competition that may have a bearing upon the tariff, and 
these are many. Thus, in establishing the rates from Chicago to 
New York, they will consider the lake and canal competition, 
and determine their own rates in such a way as to secure a 
reasonable share of the business against these competitors. 
It will be admitted that, between water competition and rail 
competition there can be no permanent cotnbination. Now, 
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considering further that the rate from Chicago to New York 
controls the rates all over the country, viz.: the rates from St. 
Louis, Indianapolis, Louisville, Columbus, etc., to New York, 
and that the rates from these places to New York govern again 
the rates from the same places to Boston, Philadelphia and Bal¬ 
timore, it will appear that the rates of transportation throughout 
this great territory, and to and from all places beyond the points 
named, are controlled and influenced by the competition with 
the lakes and the Erie Canal. 

It may be said that this is true only during the season of navi¬ 
gation, and that in winter the railroads might, by combination, 
exercise absolute control over the rates. There are, however, 
many other influences at work, which are constantly controlling 
railroad managers in the formation of their competitive tariffs. 
Thus in the winter time, when the lake and canal navigation is 
closed, the rates from Chicago to New York would be influenced 
by the lower water rates from St. Louis to New Orleans. Were 
the managers of the Chicago or St. Louis roads inclined to charge 
exorbitant rates, they would soon find that traffic would be 
diverted to St. Louis and down the Mississippi River. Even if 
there were no Mississippi River, other considerations would influ¬ 
ence the rates of transportation from Chicago to New York. If 
these rates were made too high during the winter months, only a 
small amount of the grain crops of the West would be marketed 
during that time; grain would be stored, awaiting the opening 
of navigation. 

In most cases it is only a question of interest upon the capital 
invested, whether to keep the grain in store for a few months, 
and ship after the opening of navigation at lower rates, or to 
ship immediately at the higher rates. If railroad companies 
were to charge much more than the cost of water transportation, 
plus the interest on the capital invested and plus the cost of 
storing the grain, a considerable portion of the grain shipments 
would be withheld until the opening of navigation. 

In addition to all these influences, the market value of grain 
in Europe, and the competition with other sources of supply 
from other countries, influence the rates of transportation from 
the West. 

I refer to these various elements, that always are and must be 
considered in establishing railroad tariffs, for the purpose of 
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explaining what I mean when I assert that legitimate competi¬ 
tion cannot be eliminated by any combination between railroad 
companies. 

Although referring here only to a special case—the tariffs 
from the West to the East—it can be demonstrated that the same 
or similar influences exist in all cases , at least in this country, 
where the navigable rivers, lakes and ocean afford cheap 
means of transportation and a complete check on any attempt 
of railroad managers to charge exorbitant rates. 

I will now explain what I understand by the species of com¬ 
petition which must be eliminated, if the object of the Reagan 
bill is to be attained. When the transportation lines from Chi¬ 
cago and all other points to the East have agreed upon a joint 
tariff and properly adjusted rates of transportation, after taking 
fully into consideration the legitimate elements controlling the 
competitive rates, then the contest generally commences between 
these various lines themselves as to the quantity of the total 
competitive business that each is to carry. And it is in conse¬ 
quence of this contest that the well devised, just and proper 
tariffs of transportation are sacrificed and all the evils which the 
Reagan bill intends to remove are developed. 

METHODS AS NOW PRACTICED BY RAILROAD COMPANIES TO 
CARRY OUT THE OBJECT OF THE REAGAN BILL. 

The methods that have been proposed for the purpose of 
avoiding this sort of competition, by the railroad companies 
themselves (and they are just as anxious to see the object of the 
Reagan bill carried out as the public), contemplates that the traffic 
from competing points be apportioned between the competitors, 
satisfactorily to the parties in interest, in order thus to remove 
all motive for paying rebates and drawbacks, and to prevent the 
frequent changes in rates. So far, where such arrangements 
have been made and faithfully carried out, it has been possible to 
secure to the people like rates for like service. This method, gen¬ 
erally known under the name of pooling (a misnomer), is to be for¬ 
bidden by the Reagan bill, although it is the only one by which 
the object of that bill can be carried into practical execution. 

Fully impressed with the necessity of reform in the trans¬ 
portation business, both in the interests of the people as well as 
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in the interests of the railroad companies, I have myself for the 
last three years endeavored to induce the railroad companies, by 
voluntary action and organized co-operation, to adopt such meas¬ 
ures as are absolutely necessary to practically secure the object 
of the Reagan bill; but I am free to say that these efforts, so far, 
have been only partially successful. It is my opinion that the 
objects of the Reagan bill cannot be secured except by the aid 
of Congress—not, however, # in the way proposed by this bill. 
A much simpler law would accomplish the purpose. 

PROPOSED AMENDMENTS. 

The opponents of the bill have been reproached for having 
failed to offer substitutes that would remove their objections to 
the bill. This makes me venture to suggest an amendment to 
the bill, viz.: To strike out every section after the second, except 
such as provide merely for the machinery by which the bill 
is to be carried out, and then add the following: 

Sec. 3. That all competing railroad companies shall jointly 
establish a tariff from all competing points. 

Sec. 4. That the tariff so established shall be submitted to 
a Commission of Experts appointed by the Federal 
Government, and if they find that the tariff is just and 
equitable, and based upon correct commercial princi¬ 
ples, and not in violation of the common laws govern¬ 
ing common carriers, then such tariff shall be approved, 
and shall become the law of the land until changed in 
the same manner by the same authority. 

Sec. 5. In cases where railroad companies cannot agree 
upon such tariffs, or upon any other questions such as 
might lead to a war of rates between railroad com¬ 
panies, the questions of disagreement shall be settled 
by arbitration, the decision of the arbitrator to be 
enforced in the United States Courts. 

I merely desire to express the general principle that should be 
embodied in the Reagan bill without going into details, which I 
think it will not be difficult to arrange. Nor will I detain the 
Committee with urging the many reasons which lead me to 
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believe that, with the foregoing amendments, the object of the 
Reagan bill could be fully carried out, and that without some 
such provision, it will be impossible to do so. 

In offering the above amendment to the Reagan bill, it is 
proper to say that I do so on my own responsibility, and without 
having consulted any railroad managers or proprietors. To 
what extent these amendments would meet their approval, I am, 
therefore, not prepared to say. 

In concluding this portion of my argument, I will mention 
that in Germany the railroad tariffs are established in a way 
similar to that proposed. They are prepared first by each sepa¬ 
rate company; then the various competing companies meet in 
counsel and arrange a joint tariff, which is submitted to the 
government, and when approved it becomes the tariff of the 
country, and cannot be changed except by the same process by 
which it was established. 

The difficulty of the railroad problem in Germany does not 
arise from a want of carrying out the established tariffs, but 
from the fact that so many small and separate interests cannot 
readily agree upon a joint tariff, especially as the business has to 
be transacted there npon the circumlocution principle. This 
difficulty could only be overcome by adopting a provision simi¬ 
lar to section 5 of the proposed amendment, and for the want of 
which the railroad problem in Germany is just as troublesome 
as it is here. 

In this country the practical sense of the railroad managers has 
long ago established a quick and ready method of making tariffs, 
and there are now in existence properly constructed tariffs for 
all parts of the country that can readily be changed to suit the 
commercial exigencies. The difficulty is that these tariffs are 
not being maintained. And it is not in the power of any one 
or a great number of railroad companies to adhere to them, 
simply because it requires the cooperation of all competing lines , 
without exception , to accomplish that result. This necessary 
co-operation, I am convinced, can be secured only by the author¬ 
ity of Congress, under some such legislation as I have above 
suggested. 

Having considered the fundamental principles of the Reagan 
bill, I will now refer to some of its other features. 
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CONTINUOUS SHIPMENTS CANNOT BE ENFORCED, HENCE THE 

OBJECTS OF THE REAGAN BILL CANNOT BE CARRIED OUT. 

The Beagan bill applies only to property which is carried 
continuously. It forbids railroad companies entering into “ any 
combination contract or agreement, by changes of schedule 
carriage in different cars, breaking car loads into less than car 
loads, with intent to prevent the carriage of such property 
from being continuous.” 

In considering this provision of the bill, it ought to be 
known that the present practice of making continuous ship¬ 
ments in the sense here mentioned, has been introduced by 
the voluntary action of a number of railroad companies form¬ 
ing a continuous line between the points of shipment and 
destination. These companies generally enter into an agree¬ 
ment to let the cars of any one company run over the roads 
of the others for the purpose of preventing change of bulk. 
They also enter into an agreement by which the terminal 
roads, at the point from which the shipment is made, issue 
through bills of lading, and assume to the shippers the res¬ 
ponsibility of delivering the goods at the point of destination. 
The terminal road at the point of destination collects the 
whole freight charges and makes settlements with all the roads 
in the line, acting as collector for them. These arrangements 
are of the greatest importance to the commercial community. 
In former times, before the establishment of these excellent 
through lines, a merchant making a shipment to points that 
could be reached only by passing over more than one road, 
had to consign his goods to some commission merchant at the 
junction of the several roads, who attended to the transfer of 
the goods. In many cases no direct rail connections existed 
between the different roads; or if such connections did exist, 
the shipper might consign the goods to the next carrier, the 
responsibility of each carrier ceasing with the delivery of the 
goods at the end of his line. No through bills of lading 
were given. In case of loss of the goods, the shippers had 
first to ascertain on what particular link of the line the goods 
were lost—a work of some difficulty—and when at. last dis¬ 
covered, he had to bring suit, at great expense, in a different 
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State, where he could not personally attend to it, and in which 
different laws prevailed from those in the State in which the 
shipment originated. 

It ought to be borne in mind that the great improvements in¬ 
troduced in the transportation business since the time to which 
I refer, were made altogether voluntarily by the railroad com¬ 
panies without legal or any other constraint, and without cost to 
the shipper. They were introduced merely from a desire on the 
part of the railroad companies to accommodate the wants of 
trade and commerce, and by benefiting the people benefit them¬ 
selves. 

The Reagan bill now assumes for the first time that Congress 
has the power to force railroad companies to form through lines, 
and compel them to make continuous shipmexits, whether they 
wish to do so or not. The whole bill is based upon this falla¬ 
cious theory. 

The obligation of a railroad company as a common carrier 
ceases when it delivei’s the goods at the end of its own line. If 
it assumes responsibility beyond,, and engages to deliver the 
goods at some distant points reached only by other lines of 
transportation, it no longer acts in the capacity of a common 
carrier under its -chai-ter as such, but simply as a forwarder. 
The Supreme Court of the United States has decided [Railway 
Co. v. McCarthy, Vf. Otto, 258] that common earners can act as 
forwarders, but they cannot be forced by any known laws to 
assume the responsibility of forwarders against their own will. 

While Congress has the right to regulate commerce, has it a 
right to say that the Erie Railroad, for example, shall, without 
compensation, assume the responsibility of any damage or de¬ 
struction that may occur to a shipment of goods destined to St. 
Louis via the Erie Railroad, while passing over the Atlantic 
and Great Western Railroad ? 

Has it even a right to say that it shall assume this responsi¬ 
bility for.a certain compensation? If so, what shall be the 
compensation ? Has Congress a right to order that the cars of 
the Erie Railroad shall pass over any of the Western connecting 
roads in order to make a continuous shipment under the pro¬ 
vision of the Reagan bill, when the connecting roads may not 
want to use the cars of the Erie Railroad ? But if Congress has 
the power to order the property of one road to be used by any 
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other road, has it also the power to fix the compensation for the 
use of that property ? Suppose the connecting roads do not 
wish to pay what the Erie Railroad demands for car hire, is 
Congress to determine the question how much shall be the 
compensation ? 

I take for granted that the proper answer to these questions 
will show that the Reagan bill proposes to legislate upon a sub¬ 
ject for which there is no constitutional warrant. 

But suppose it could do all it proposes to do, can it make a car 
built to run on a gauge of four feet eight and a half inches run 
over a road of six feet gauge ? Can it force the cars of the Ohio 
& Mississippi Railroad, for example, to run over the Atlantic 
and Great Western road? Can it force the cars of the American 
roads—the New York Central, Erie or Boston and Albany 
roads—to run over the Canada roads which form part of the 
through line between Chicago and the seaboard and are not 
under the control of Congress ? I believe it cannot. 

The bill very properly makes an exception. Section 1 pro¬ 
vides that “ no break, stoppage or interruption * * * 

shall be made, to prevent the carriage of any property, unless 
such stoppage, interruption, contract, arrangement or under¬ 
standing was made in good faith for some practical and necessary 
purpose.” 

The cases which I have just mentioned no doubt ipust be 
considered as proper exceptions that could be made in good 
faith, but these very exceptions must necessarily prove fatal to 
the bill. They nullify the practical value of all its other provi¬ 
sions. 

Are the Erie, Atlantic and Great Western and Ohio & Missis¬ 
sippi Railroads, for example, to be allowed to carry goods 
between New York and St. Louis, and are the several. lines 
through Canada, between New York and Chicago, allowed to 
carry goods between those points at whatever rates they please? 
Are they to be allowed to pay rebates and drawbacks and keep 
their tariff a secret, while the Pennsylvania Railroad, controlling 
lines of transportation to these points, exclusively its own, 
directly competing with the first named roads, must publish its 
tariff five days in advance, can pay no rebates and drawbacks, 
but must adhere strictly to the published tariff rates ? 

But apart from the gross injustice which this bill would enact 
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to some transportation lines, how can it be expected that a law 
which exempts some lines entirely from its operations, and en¬ 
forces it upon another, can stop discrimination between shippers. 

For example, under the operation of the proposed law, the 
Pennsylvania Railroad’s business to St. Louis, is likely to be 
altogther destroyed on account of its inability to compete with 
the lines of the Erie, Atlantic and Great Western and Ohio & 
Mississippi Railroads, to which the law does not apply. The 
shippers over the latter lines, or over the Canada Roads, to 
which the law also does not apply, can always have rebates or 
drawbacks, and reductions from the published rates, while the 
shippers over the Pennsylvania Railroad must pay full tariff 
rates. Its effect, therefore, will be to create and enforce, legally, 
the very discrimination which it intends to abolish. 

If one. stone in the arch is removed the whole superstructure 
resting upon it must fall to pieces and so must the Reagan bill, 
if it cannot be applied to all competing transportation lines alike. 

As Congress has not the authority to force railroad companies 
to make continuous shipments as contemplated in this bill, and 
to act as forwarders against their will, the Pennsylvania Railroad, 
in order to compete with its more fortunate rivals would only 
have to discontinue the continuous shipments, in which case the 
only practical effect of the bill would be to deprive the people in 
this country of one of the most important and most useful 
transportation facilities. 

EXEMPTION OF WATER LINES, UNJUST AS WELL AS FATAL TO 
THE PRACTICAL WORKING OF THE BILL. 

The next feature of the bill to which I wish to refer is this— 
the bill exempts from its operation all common carriers by 
water routes, and common carriers part by water and part by rail 
routes. 

The same argument and reasons just named in regard to the 
injustice, as well as the impolicy, of exempting one or more rail 
lines from the operation of the law, apply with the same force to 
this exemption of water lines. If it be proper and right that 
common carriers by rail shall not discriminate unjustly between 
shippers ; ■ that they shall not pay rebates and drawbacks; that 
they shall publish their tariffs five days in advance, why is it not 
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right and proper that common carriers by water shall do the 
same ?—especially when railroad companies and steamships and 
canal lines are competing with each other, and when it is impos¬ 
sible to carry on fair and honest competition if one of the com¬ 
petitors is to be bound hand and foot and the other is .allowed 
to do as it pleases. The free competition between rail and water 
lines is one of the safest regulators of transportation rates in this 
country, and ought rather to be encouraged than prohibited. 
The practical effect of the Reagan bill, if enacted, will be either 
to break up continuous shipments or to drive the railroad com¬ 
panies out of competition with water lines or to force both to 
combine, which latter has heretofore not been the case. To 
explain what I mean: 

A railroad company publishes its tariff, which becomes known 
to the competing steamship lines end enables the latter thereby 
to offer secretly a reduced rate, sufficiently low to secure the bus- 
ness; the railroad company not being able to secure any share of 
the traffic under the circumstances, keeps on reducing rates un¬ 
til they become so low that there is no profit to the steamship 
line. The natural consequence is an agreement to raise the rates 
and to divide the business between the competitors in the manner 
already explained, which can readily be done without violating the 
provision of the bill prohibiting pooling. 

Now, this may be a proper solution of the problem ; but I call 
attention to the inconsistency between what the bill proposes to 
do and what in my opinion it will do, and to show that whatever 
good this bill could possibly produce could be done only by 
indirection. 

If the principle upon which the Reagan bill is based is a cor¬ 
rect one, it ought to be applicable to all classes of common car¬ 
riers without distinction; if this be not the case, it is proof in 
itself that the principle is not correct. 

TRANSPORTATION CHARGES MAY BE MORE FOR SHORTER THAN 

LONGER DISTANCES.—BY NO GENERAL RULE CAN JUST 
AND UNJUST DISCRIMINATION BE DEFINED. 

I come now to the consideration of the fourth section of the 
bill which provides that it shall be unlawful to charge more 
for carrying property for shorter distances than for a longer 
distance. 
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I have already shown that if the competitive tariffs estab- 
tablished throughout the country could be properly enforced, 
there would be, so far as competitive business is concerned, no 
necessity for this restriction. 

All intelligent railroad managers acknowledge the principle 
embodied in this section to be one that should be followed when¬ 
ever a violation of it would cause an unjust discrimination 
against the shippers of any locality. 

An examination of the competitive and local tariffs of well 
managed roads, will show that in most cases the tariffs are 
arranged upon this principle, but there are cases in which a de¬ 
parture from it does not utijustly discriminate, and in which 
the enforcement of this section would work great injustice to the 
railroad companies. To prove the correctness of' this assertion, 
I will assume a case, which represents many that occur in this 
country, mostly however in the local business. 



Let A D B represent a navigable river, the places A and 
B being cities, between which intimate commercial relations 
exist. Let C be an interior town 50 miles from B, and 150 
miles from A. 

The cheapest mode of transportation from A to C before a 
railroad was built, would be via river from A to B and from 
thence by wagon to C. 

Say the distance by river from A to B is 300 miles, from B 
to C by turnpike 50 miles, and that the cost of transportation by 
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river is half a cent per ton per mile, and by turnpike 12 cents 
per ton per mile. 

To ship a ton of freight from A to C would cost 300Xi a== 
$1.50, plus from B to C=50X12=$6.00—total cost, $7-50. Now 
suppose a railroad is built from B to C which reduces the cost 
of transportation to the person living at C from twelve cents 
per ton per mile to three cents, so that he can ship at $3 per 
ton from A to C. Now suppose the railroad company concludes 
to extend its line from C to A, involving the outlay of a large 
amount of capital. After this is accomplished, the Reagan bill 
prescribes that the railroad company shall carry freight from A 
to C at $1.50 per ton, at the same rate at which freight is 
carried by river from A to B. 

The shipper at the interior point C, had always to pay some¬ 
thing for transportation from the river to this place; when no 
railroad was built, $6.00 per ton ; when the road was built from 
B to C, $1.50 per ton; and now since the capital and enterprise 
of the Railroad Company has extended the road from C to A, 
his transportation from the river is practically to be made free. 

If it be the object of the Reagan bill that no difference in the 
cost of transportation shall exist, whether people live on navig¬ 
able rivers, or in the interior of the country, then Congress 
should make an appropriation for free transportation from river 
points to all interior points, but should not put the burden of 
furnishing free transjoortation upon railroad companies. There 
seems to be no good reason for legislation of this kind, even if 
Congress had the authority to determine what a shipper in cer¬ 
tain places is to pay for his freight. 

The shipper at C is fully protected by the provision of the 
common law, according to which only reasonable rates can be 
charged to him ; he may be fully protected by the charter of 
the States through which the road passes, and which generally 
confine the railroad charges within certain limits, and he is 
also protected by the low rates of river transportation, as he can 
continue to ship via river from A to B, and via rail from B to C 
at $3 per ton. The railroad company cannot charge more for a 
direct shipment from A to C than this sum, which is, in the 
assumed case, at the rate of 2 cents per ton per mile—not an 
extravagant charge considering the cost of construction of the 
road through, perhaps, a mountainous and sparsely settled 
country. 
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Although this rate of $3 per ton for a distance of 150 miles, 
is more than the rate from A to B via railroad, which is only 
$1.50 per ton for 200 miles as limited by the river com¬ 
petition, this charge cannot be considered an unjust discrimina¬ 
tion. And yet the Beagan bill, in order to prevent supposed 
unjust discrimination, proposes to have Congress determine at 
what rate a railroad company shall work, regardless of the cost 
to that company, and regardless of its rights which are conferred 
upon it by the State laws, and the rights which it has under 
the common law, to charge a reasonable compensation. 

RESTRICTIONS OF THE BILL TO CAR LOA1) SHIPMENTS DEFEATS 
ITS OBJECT. 

One of the weakest features of the bill is the one to which I 
shall allude last. It is contained in the Ninth Section, and 
restricts the operation of the proposed law to car loads of freight 
only. 

After making the most elaborate preparation to prevent 
unjust discrimination, this last provision of the bill nullifies 
completely all the benefits which could possibly be derived 
from the bill, in its application to a very large and important 
portion of the traffic, and it excludes from the benefit of the 
bill by far the greatest number of people, and legalizes unjust 
discrimination to a greater extent than it now exists. 

If a merchant has a car load of sugar to ship from New York 
to Chicago, he has to pay the published tariff rates, but if his 
neighbor has half a car load to ship, or three quarters of a car 
load to the same place, a railroad company may give him what¬ 
ever lower rate it may wish to make, by rebate or otherwise, to 
secure his shipment. Under these conditions there would here¬ 
after be but few shipments by car loads. 

If a shipper has to ship 12 car loads from New York to 
Chicago or from Chicago to New York, he could divide it and 
ship four fifths of a car load by each of the 15 routes by 
which freight is carried between these two places. 

What necessity would there be of a Beagan bill when no more 
car load shipments would be made ? No law can compel a 
shipper to ship by the car load if he finds it to his interest to 
ship less than car loads at a time. 
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This peculiar provision of the bill would introduce an 
entirely new feature in the transportation* business. It would 
either put large shippers to great inconvenience to break up 
their shipments in less than car load lots, and thus distribute 
their shipments over many lines and avoid the restriction of the 
law, or it would very unjustly discriminate against the large 
shippers and in favor of those who ship less than car load lots. 

It is difficult to conceive what could have been the possible 
object of this provision of the bill. If it be proper and right 
that there should be no more unjust discrimination, and that the 
rates for like service performed, should be the same to all 
persons, then why should this bill not apply to the shipments 
of one pound of freight as well as to one hundred car loads ? 

There are other features of the bill which would operate 
very unjustly, but it will not be necessary to refer to them here. 

CONCLUSION. 

Enough has been said, I hope, to show that the Reagan bill 
as it now stands, if enacted into a law, could not be carried into 
practical operation, because continuous shipment cannot be 
enforced ; but, even if they could be, it would not remove any 
of the difficulties of the transportation business which it is 
intended to remove, but would aggravate them all. 
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45th Congress, { 

Sd Session. ) 

H. R. 3547. 


IN THE SENATE OF THE UNITED STATES. 
December 12, 1878. 

Read twice and referred to the Committee on Commerce. 

January 17, 1879. 

Ordered to be printed. 


AN ACT 

TO REGULATE INTER-STATE COMMERCE AND TO PROHIBIT UNJUST 
DISCRIMINATIONS BY COMMON CARRIERS. 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, that it 
shall be unlawful for any person or persons engaged alone or 
associated with others in the transportation of property by rail¬ 
road from one State or Territory to or through one or more 
other States or Territories of the United States, or through or 
from any foreign country, directly or indirectly to charge to or 
receive from any person or persons any greater or less rate or 
amount of freight, compensation, or reward than is charged to 
or received from any other person or persons for like and con¬ 
temporaneous service, in the carrying, receiving, delivering, 
storing, or handling of the same. And all persons engaged as 
aforesaid shall furnish without discrimination, the same facilities 
for the carriage, receiving, delivery, storage, and handling of all 
property of like character carried by him or them, and shall 
perform with equal expedition the same kind of services con¬ 
nected with the cotemporaneous transportation thereof as afore¬ 
said. No break, stoppage, or interruption, nor any contract, 
agreement, or understanding, shall be made to prevent the 
carriage of any property from being and being treated as one 
continuous carriage, in the meaning of this act, from the place 
of shipment to the place of destination, unless such stoppage, 
interruption, contract, arrangement, or understanding was made 
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in good faith for some practical and necessary purpose, without 
any intent to avoid or interrupt such continuous carriage, or to 
evade any of the provisions of this act. 

Sec. 2. That it shall be unlawful for any person or persons 
engaged in the transportation of property, as aforesaid, directly 
or indirectly to allow any rebate, drawback, or other advantage, 
in any form, upon shipments made or service rendered, as afore¬ 
said, by him or them. 

Sec. 3. That it shall be unlawful for any person or persons 
engaged in the carriage, receiving, storage, or handling of pro¬ 
perty, as mentioned in the first section of this act, to enter into 
any combination, contract, or agreement, by changes of schedule, 
carriage in different cars, breaking car loads into less than car 
loads, or by any other means, with intent to prevent the carriage 
of such property from being continuous from the place of ship¬ 
ment to the place of destination, whether carried on one or 
several railroads. And it shall be unlawful for any person or 
person carrying property, as aforesaid, to enter into any contract, 
agreement, or combination, for the pooling of freights, or to pool 
the freights, of different and competing railroads, by dividing 
between them the aggregate or net proceeds of the earnings of 
such railroads, or any portion of them. 

Sec. 4. That it shall be unlawful for any person or persons 
engaged in the transportation of property, as provided in the 
first section of this act, to charge or receive any greater com¬ 
pensation per car load of similar property for carrying, receiv¬ 
ing, storing, forwarding, or handling the same for a shorter than 
for a longer distance in one continuous carriage. 

Sec. 5. That all persons engaged in carrying property, as 
provided in the first section of this act, shall adopt and keep 
posted up schedules, which shall plainly state : 

First, the different kinds and classes of property to be car¬ 
ried ; 

Second, the different places between which such property 
shall be carried ; 

Third, the rates of freight and prices of carriage between 
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such places, and for all services connected with the receiving, 
delivery, loading, unloading, storing, or handling the same. 

Such schedules may be changed from time to time as herein¬ 
after provided. Copies of such schedules shall be printed in 
plain, large type, at least the size of ordinary pica, and shall be 
kept plainly posted for public inspection in at least two places 
in every depot where freights are received or delivered; and no 
such schedule shall be changed in any particular except by the 
substitution of another schedule containing the specifications 
above required, which substitute schedule shall plainly state the 
time when it shall go into effect, and copies of which, printed as 
aforesaid, shall be posted as above provided, at least five days 
before the same shall go into effect; and the same shall remain 
in force until another schedule shall, as aforesaid, be substituted. 
And it shall be unlawful for any person or persons engaged in 
carrying property on railroads as aforesaid, after thirty days 
after the passage of this act, to charge or receive more or less 
compensation for the carriage, receiving, delivery, loading, un¬ 
loading, handling, or storing of any of the property contem¬ 
plated by the first section of this act than shall be specified in 
such schedule as may at the time be in force. 

Sec. 6. That each and all of the provisions of this act shall 
apply to all property, and the receiving, delivery, loading, un¬ 
loading, handling, storing, or carriage of the same, on one 
actually or substantially continuous carriage, or as part of such 
continuous carriage, as provided for in the first section of this 
act, and the compensation therefor, whether such propelty be 
carried wholly on one railroad or partly on several railroads, 
and whether such services are performed or compensation paid 
or received by or to one person alone, or in connection with 
another or other persons. 

Sec. 7. That each and every act, matter, or thing in this act 
declared to be unlawful is hereby prohibited ; and in case any 
person or persons, as defined in this act, engaged as aforesaid, 
shall do, suffer, or permit to be done, any act, matter, or thing 
in this act prohibited or forbidden, or shall omit to do any act, 
matter, or thing in this act required to be done, or shall be guilty 
of any violation of the provisions of this act, such person or per- 
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sons shall forfeit and pay to the person or persons who may sus¬ 
tain damage thereby a sum equal to three times the amount of 
the damages so sustained, to be recovered by the person or 
persons so damaged by suit in any district or circuit court of 
the United States, where the person or persons causing such 
damage can be found, or may have an agent, office, or place of 
business ; and the person or persons so offending shall for each 
offence forfeit and pay a penalty of not less than one thousand 
dollars, to be recovered by the United States, by action in any 
circuit or district court aforesaid, one half of such penalty or 
penalties, when collected, to be paid to the informer. Any 
action to be brought as aforesaid to recover any such penalty or 
damages may be considered, and if so brought shall be regarded 
as a subject of equity jurisdiction and discovery, and affirmative 
relief may be sought and obtained therein. In any such action 
so brought as a case of equitable cognizance, preliminary or final 
injunctions may, without allegation or proof of damage to any 
plaintiff or complainant, be granted upon proper application, 
restraining, forbidding, and prohibiting the commission or con¬ 
tinuance of any acts, matters, or things, within the terms or 
purview of this act, prohibited or forbidden. In any action 
aforesaid, and upon any application for any injunction above 
provided for, any director, officer, receiver, or trustee of any cor¬ 
poration or company aforesaid, or any receiver, trustee, or person 
aforesaid, or any agent of any such corporation or company, 
receiver, trustee, or person aforesaid, or of any of them alone or 
with any other person or persons, party or parties, may and shall 
be compelled to attend, appear, and testify and give evidence, 
and no claim that any such testimony or evidence might or 
might tend to criminate the person testifying or giving evidence 
shall be of any avail, but such evidence or testimony shall not 
be used as against such person on the trial of any indictment 
against him. The attendance and appearance of any of the 
persons who as aforesaid may be compelled to appear or testify, 
and the giving of the testimony or evidence by the same, 
respectively, and the production of books and papers thereby, 
may and shall be compelled, the same as in the case of any other 
witness; and in case any such deposition or evidence, or the 
production of any books or papers, may be desired or required 
. for the purpose of applying for or sustaining any injunction 
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aforesaid, the same, and the production of hooks and papers, may 
and shall be had, taken, and compelled, by or before any United 
States commissioner, or in any manner provided or to be provided 
for, as to the taking of other depositions or evidence, or the attend¬ 
ance of witnesses, or the production of other books or papers, in 
or by chapter seventeen of title thirteen of the Revised Statutes 
of the United States. In actions to be brought as aforesaid, 
damages sustained in the period of a month or part of a month 
may be regarded as and counted or declared upon, or com¬ 
plained of generally, and as one separate cause of action, and so, 
whether such damages be sustained in one month or in different 
months; and such separate causes of action may be joined in 
the same action. No action aforesaid shall be sustained unless 
brought within one year after the cause of action shall accrue. 

Sec. 8. That any director or officer of any corporation or 
company acting or engaged as aforesaid, or any receiver or trus¬ 
tee, lessee, or person acting or engaged as aforesaid, or any agent 
of any such corporation or company, receiver, trustee, or person 
aforesaid, or of one of them alone, or with any other corpor¬ 
ation, company, person, or party, who shall directly or indirectly 
do, or cause or willingly suffer or permit to be done, any act, 
matter, or thing in this act prohibited or forbidden, or directly 
or indirectly aid or abet therein; or shall directly or indirectly 
omit or fail to do any act, matter or thing in this act required 
to be done, or cause or willingly suffer or permit any act, 
matter, or thing so directed or required to be done not to be so 
done ; or shall directly or indirectly aid or abet any such omis¬ 
sion or failure; or shall directly or indirectly be guilty of any 
infraction of this act, or directly or indirectly aid or abet therein, 
shall be guilty of a misdemeanor, and, upon conviction thereof, 
shall be fined not less than one thousand dollars. 

Sec. 9. That nothing in this act shall apply to the carriage, 
receiving, storage, handling, or forwarding of property less than 
an ordinary car load, or wholly within one State or Territory, 
and not destined for carriage in another State or Territory, or 
going to or coming from some foreign country, or to property 
carried for the United States at lower rates of freight and charges 
than for the general public, or to the transportation of articles 
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free or at reduced rates of freight for charitable purposes, or to 
or from public fairs and expositions for exhibition. 

Sec. 10. That the words “ person or persons ” as used in this 
act, except where otherwise provided, shall be construed and 
held too mean person or persons, officer or officers, corporation 
or corporations, company or companies, receiver or receivers, 
trustee or trustees, lessee or lessees, agent or agents, or other 
person or persons acting or engaged in any of the matters and 
things mentioned in this act. 

Passed the House of Representatives December 11, 1878. 

Attest: GrEO. M. ADAMS, 

Clerk. 


THE 


RAILROAD PROBLEM 

AND ITS 

SOLUTION. 


ARGUMENT OF 

ALBERT FINK, 


BEFORE THE COMMITTEE ON COMMERCE OF THE U. S. HOUSE OF 
REPRESENTATIVES, IN OPPOSITION TO THE BILL TO 
REGULATE INTERSTATE COMMERCE. 


JANUARY 14, 15 & 16, 1880. 


NEW YORK: 

RUSSELL BROTHERS, PRINTERS, 17, 1ft, 21. 23 ROSE STREET. 
(Law Telephone, 588.) 

1 882. 





Mr. Chairman and Gentlemen of the Committee : 

It would be impossible to treat in a brief space of time, ex¬ 
haustively and in a deserving manner, a subject so compli¬ 
cated and of so much importance as that under your consid¬ 
eration, viz.: the enactment of a law “to regulate In¬ 
terstate Commerce and to prohibit unjust 
discrimination by common carrier s.” I do 
not propose, therefore, to weary you by the consideration of 
all the details of this subject, which embraces nothing less 
than the solution of the so-called “Railroad Problem,” but 
shall briefly refer to the general principles involved, and point 
out the difficulties which are encountered in its practical solu¬ 
tion, and show how it can and how it ought to be solved, and 
prove that the proposed measure is entirely inadequate to ac¬ 
complish the desired end. 

It may be proper here to remark, that the railroad com¬ 
panies are not hostile to the intended object of the bill; on 
the contrary, they are exceedingly anxious that it may be at¬ 
tained. They are only opposed to the proposed measure, be¬ 
cause it does not and cannot reach the evils which it intends 
to remedy, and because its enactment into a law will compli¬ 
cate, rather than aid in the solution of the railroad problem. 
The railroad companies are now themselves earnestly engaged 
in solving this problem without the aid of Congress; and 
during the past year great progress has been made in that 
direction, an account of which I propose to give hereafter. 

To form an intelligent and just opinion of the effect and 
merits of the proposed measures, it is first necessary to clearly 
understand what are the evils to be remedied by this bill. 
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It will be found tliat the complaints of the public are 
directed against the commercial management of the railroads 
— the charges made for transportation service, or the adjust¬ 
ment of the railroad tariffs. We hear of no public complaint 
against the technical management of the roads ; and it may 
be said with some pride, that as regards the accommodations 
and facilities furnished to the American people, the safe and 
prompt and economical transaction of the passenger and 
freight traffic, the management of the railroads in this country 
is superior, or, to say the least, not surpassed in any other 
country. A passenger may traverse the continent, from the 
Atlantic to the Pacific Ocean, while almost enjoying the com¬ 
forts of a home. Freight is being shipped from and to the re¬ 
motest parts of the continent with great expedition, and with¬ 
out subjecting the shipper to the many annoyances and incon¬ 
veniences which are experienced in other countries. These re¬ 
sults have been secured partly through the consolidation of a 
number of roads into long lines, or large systems under one 
control, or through the co-operation of the many yet existing 
separate railroad companies, by which unity of management, 
so necessary for the proper transaction of business, has been 
practically secured. 

The solution of the railroad problem in this country is, 
therefore, confined to the satisfactory settlement of the tariff 
question, and may be stated in a few words, to consist in the 
attainment of the following objects : 

1. To establish a reasonable and equitable 
railroad transportation tariff for the whole 
country. 

2. To maintain this tariff with the greatest 
possible degree of permanency. 

I purposely state the problem under these two separate 
heads, as it will simplify its consideration. 

The solution of the first part of the problem involves the 
consideration of these questions, “What is a reason¬ 
able, equitable and justly discriminating 
railroad tariff?” It is held by some that a tariff*, in 
order to be reasonable, must be made in exact jn-oportion of 
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the cost of the service performed; but then the question 
arises, “What is the cost?” and this is a very difficult 
question to answer. In some instances the cost of transporting 
one ton of freight one mile may only be one-tenth (1-10) cents, 
and at the same time, on the same road under different con¬ 
ditions, it may be as much as ten (10) cents or more. To 
make even an approximate estimate of the cost in any given 
case is a work of great difficulty and complexity, and strictly 
to comply with the condition that a railroad tariff, in order to 
be reasonable, must be based upon actual cost, and must be 
made in exact proportion to cost, is an impossibility. 

It is equally as difficult to answer the question, “What 
constitutes just and unjust discrimina¬ 
tion?” It is conceded that discrimination in transporta¬ 
tion charges must be made ; but when are such discrimina¬ 
tions just and when unjust ? In order to ascertain this we 
may apply this test: A tariff is just when under its operation 
one shipper is not injured at the expense of another, and 
when like charges are made for like services. It would, how¬ 
ever, be in vain to search for one general principle appli¬ 
cable to all cases that occur in daily practice, according 
to which we could, a priori, decide whether a railroad 
tariff complies with these conditions or not. 

For example, the principle that transportation charges 
should be made in exact proportion to the distances over which 
goods are carried, generally known as the p r o rata prin¬ 
ciple, is recognized, in the abstract, as correct, and in a great 
many cases can be and is being acted upon; but it is not of 
universal application, because it comes in conflict with the 
principle already mentioned, which is also recognized as a 
correct one, viz., that a tariff should be based upon the cost 
of transportation. Now, as the cost of transportation per 
unit of measure and distance is greater for shorter distances 
than for longer, also greater for smaller quantities of goods 
than for larger, the p r o rata principle must be modified or 
abandoned, at least to the extent that the cost of transporta¬ 
tion may require it. And so in regard to the equality of 
charges for like service. A railroad company may charge twice 
as much to one shipper per 100 lbs. as to another for the 
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same kind of goods shipped from tlie same point to the same 
destination, and yet this in itself is not proof of unjust discri¬ 
mination, as the quantity shipped by one may be comparatively 
small as compared with that shipped by the other ; and the 
actual cost of carrying the smaller quantity may be twice as 
much per 100 lbs. as to carry the larger quantity. It is, 
therefore, necessary to take the cost of the service into con¬ 
sideration to determine what constitutes like service ; and 
here, again, we meet the difficulty of determining what is the 
actual cost in each case. 

But in a great many cases the pro rata principle, or 
the principle that tariffs should be made in exact proportion 
to the cost of service, must give way to other and more im¬ 
portant considerations. The value of the articles to be trans¬ 
ported, and their prices in the different markets in which 
such articles are to be exchanged, determine most frequently 
the transportation charges, regardless of the cost to the car¬ 
rier or distance to which the articles are to be carried. So 
long as there is any profit at all to a railroad company 
in moving certain articles of commerce, no matter how 
small that profit may be—either to meet competition of mar¬ 
kets or of other transportation lines—railroad companies 
should not be obliged to refuse to carry such low-priced 
freight, because they cannot afford to do the whole of their 
business at so small a profit. They must be allowed to make 
greater charges on articles which can bear higher rates of 
transportation, and disregard the principle that charges 
should be in exact proportion to cost. They must either do 
this or the articles which do not stand the higher charges of 
transportation cannot be moved at all, and the profit which 
could have been derived from their carriage would most likely 
be replaced by a further increase in the charges on those 
articles which can stand higher rates. In all the business 
transactions of a common carrier, as well as in all other com¬ 
mercial transactions, the laws of trade .and commerce, of de¬ 
mand and supply, ought to be allowed to have their full in¬ 
fluence ; and hence they must have a most important bear¬ 
ing upon the construction of railroad tariffs. 

If these laws were disregarded, it would soon be discovered 
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that railroads could not be operated at all, or that their use¬ 
fulness to the public and to their owners would be im¬ 
mensely curtailed. Now, as railroads were not built for the 
mere purpose of carrying out abstract principles, but for the 
purpose of making them subservient to the wants of the 
people, for the purpose of facilitating trade and commeice 
and of developing the resources of the country, it follows 
that the great commercial principles — those 
that give existence and life to the roads—become paramount, 
and that the “pro rata principle” or the “cost 
principle” can be applied, if at all, only in so far as they 
do not come in conflict with the recognized laws of trade and 
commerce. 

From these considerations, it will appear that transporta¬ 
tion tariffs cannot be established by simple arithmetical or 
mathematical rules; they require the application of quite a 
number of principles, all correct in themselves, and this to a 
great variety of ever changing facts. This is necessarily the 
work of experts, and not the work of legislative departments 
of a government. All attempts to lay down specific rules for 
the regulation of tariffs have heretofore failed. Nothing else 
could be expected, considering the nature of the case; and, 
as some of the provisions of the bill under consideration are 
only repetitions of former attempts, they must either meet 
with the same fate, or, if enforced, must result to the injury 
of public interests. 

Mr. Blanchard, in his argument made before the commit¬ 
tee, yesterday, has ably discussed a great many of the prac¬ 
tical questions that have to be considered in making railroad 
tariffs, and no doubt convinced you of the intricacy of this 
subject. * 

Upon a more careful consideration, I am sure your com¬ 
mittee will be led to the conclusion that, in order to protect 
the people against extortion or unjust discrimination of com¬ 
mon carriers, you caniiot devise or formulate a more precise 
and definite law than the common law, which embodies the 
experience and wisdom of past ages, and which, I am con¬ 
vinced, cannot be improved. 

It guarantees to the people reasonable and just rates of 
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transportation, and necessarily leaves to the courts to decide 
what constitutes reasonable and just transportation charges. 
These are questions that can only be decided after a full 
consideration of all the facts controlling each case. It may 
be possible to pass an act by which the enforcement of the 
common law can be facilitated, and this, I understand, is one 
of the objects of this bill; and in some cases, especially as 
far as the local traffic of railroads is concerned, I have no 
doubt that some abuses may be corrected by a stricter en¬ 
forcement of this law; but as far as the interstate traffic is 
concerned, with which alone you have to do, and under 
interstate traffic may be comprehended the competitive traffic 
of the railroad companies—even the strictest enforce¬ 
ment of the common law, if such were practicable 
and just, which it will be shown it is not, would and could 
not accomplish the object of your bill, viz. : to prevent unjust 
discriminations. 

Owing to the commercial nature of the transportation busi¬ 
ness, the laws of trade and commerce, which should govern 
the management of that business, come, under certain cir¬ 
cumstances, in direct conflict with the duties of the common 
carriers as public servants. The spirit embodied 
in the common law can only be put into practical execution 
by restricting or regulating, to a certain degree, the operation 
of the commercial laws—the law of competition, as applied 
to the business of the common carriers themselves. It can¬ 
not be expected that a number of public servants, when 
engaged in competitive struggles with each other—in other 
words, when engaged in a free fight—could jjerform their 
public duty as common carriers, and guarantee equal and 
just rates of transportation to all shippers. 

Such guarantee can only be given when these public ser¬ 
vants are made to act in concert in all matters relating to 
their public duty—the establishment and maintenance of 
reasonable and just transportation tariffs. But if the public 
prefers that the laws of competition should remain in full 
force as between these public servants, it must dispense with 
the enforcement of the law regulating common carriers, and 
be satisfied with enduring the evils which result from the 
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violation of tliis law, viz.: unjust discrimination, and constant 
fluctuations in the transportation charges. 

The correctness of this statement will he proven when we 
come to consider the true causes of the evils which you seek 
to remove. Upon close investigation it will be found these 
evils do not arise from defective tarifts. Notwithstanding 
the difficulties encountered, the railroad companies have 
succeeded in establishing tarifts, by agreement between them¬ 
selves, covering the whole of the interstate traffic, which are 
considered satisfactory by the public, or are as nearly so as 
it may be possible to make them. Perfection must not be 
looked for in this, any more than in other complicated trans¬ 
actions in which human agencies play a part, nor must it be 
expected that the difference of opinion which naturally 
exists as to the value of an article between those who have 
it for sale and those who wish to, purchase it, could be 
removed by legislation—congressional or other. This differ¬ 
ence will exist as long as there are sellers and buyers. The 
pressure of the public and the general clamor for lower rates 
of transportation, must not be looked upon as positive proof 
that something is wrong, and should not lead your committee 
to the conclusion that something must be done by Congress 
to satisfy the demands. This is a subject capable of investi¬ 
gation and positive proof; and I venture to assert, that if 
your committee would undertake to make a critical examina¬ 
tion of the existing transportation tariffs as established by 
the railroad companies, and made known to the public; or if 
your committee would cause such examination to be made, 
it would be fully demonstrated that the published tariffs for 
the interstate commerce are, upon the whole, satisfactory to 
the public, or ought to satisfy all reasonable demands. 

The difficulties which you j)ropose to remedy do not arise 
from the fact that there are not properly and well considered 
and satisfactory tariffs of transportation for the interstate 
traffic of the country, but from the fact that these tariffs are, 
in most cases, utterly useless, because they are not carried 
into practical execution. They are often disregarded almost 
as soon as they are made. Each company may change or 
abolish them at pleasure; and from this state of affairs result 
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all the evils of the transportation business which you seek to 
remecty—the general confusion in transportation rates, un¬ 
equal charges to shippers at the same locality, unjustly dis¬ 
criminating rates between different localities, uncertainty and 
constant fluctuations in the transportation rates. If you, 
therefore, desire to remove these evils, it becomes necessary 
to consider, first, the causes which prevent adherence to the 
proper and just tariffs ; and the question has to be answered, 
Why are the proper tariffs not enforced? 

Simply because there is no authority in this country—no 
power to enforce them. Each railroad company is at liberty 
and permitted to deviate from the established tariff whenever 
it pleases, although it may have voluntarily given its consent 
to it, and agreed to maintain it; yet any one of the companies 
may, and frequently does enter into secret arrangements with 
shippers, and reduces the rates, in the hope of procuring a 
larger amount of business than it otherwise could obtain, or 
of securing some other advantage over its competitors. No 
sooner is it discovered that one company engages in this prac¬ 
tice, than the others must and do follow. No sooner has the 
tariff in any one city been disturbed, than the tariff in other 
places must necessarily also be disregarded. Owing to the 
mutual dependence of tariffs one upon the other—a feature 
of the transportation business to which I shall more particu¬ 
larly refer hereafter—a change at one important point must 
be followed by a general readjustment throughout the whole 
country, or through a large section of the country. 

Under the process of underbidding, heretofore so generally 
practiced by competing railroad companies, a practice which 
is always encouraged by the shippers, and is generally called 
competition —although not a correct name—no just and 
equitable tariff can be maintained. I say competition is not 
a correct name, because legitimate competition can always be 
carried on openly and above board; the process here de¬ 
scribed, when competitors are under an agreement to main¬ 
tain the same tariff, is simply a process of cheating and 
deceiving, and ought not to be dignified by the name of com¬ 
petition. 

To show that under this process of underbidding no just 
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and equitable tariff can be maintained, examine tlie com¬ 
plaints which may have been made to any member of this 
committee—the complaints which have been brought to light 
in the various investigations—and I refer particularly to the 
investigations lately made by the Committee of the Legisla¬ 
ture of the State of New York, and you will find that they' 
all can be traced, directly or indirectly, to the cause which I 
have just assigned, namely, the strife between the railroad 
and other transportation companies to secure business for 
themselves and to take it away from their competitors. 

Take, for example, the frequent complaints made by local 
shippers, who have to pay higher rates of transportation than 
slippers over longer distances from points of competition. 
Bates from Chicago, Cincinnati and other great trade centres 
in the West, to New York, Philadelphia and Baltimore, have 
been made as low as ten or fifteen cents per hundred pounds 
over a distance of a thousand miles, while local shippers, situ¬ 
ated only fifty or one hundred miles from New York, Phila¬ 
delphia or Baltimore, may have to pay as much or more. 

There is no justification for such great discrimination, ex¬ 
cept that it is not in the power of any one company to avoid 
it. It arises from the fact that the agreed and proper tariffs, 
at points where a number of railroads can perform the same 
service, and compete with each other by underbidding, are 
and cannot be maintained, the rates being reduced unreason¬ 
ably low, often below the actual cost of transportation, while 
from local points they are maintained upon the properly es¬ 
tablished basis. 

The rates at local points are under the control of a single 
railroad company, while at competitive points they are not 
controlled or controllable by any one company. The proper 
and established tariff can only be maintained by the railroad 
companies acting collectively, as one party. 

In the absence of this necessary co-operation between all 
the companies which are in a position to influence, change, or 
altogether annul such tariffs, the abandonment of the best 
regulated tariffs is unavoidable, and without their strict 
maintenance, chaos and unjust discrimination must reign 
supreme. 
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Witli a knowledge of these facts, yon can now test the 
merits of the bill under your consideration, and ascertain 
whether, if it becomes a law, it will have the effect of pre¬ 
venting unjust discrimination. I propose to show that it will 
not accomplish this result. And why not ? Because the pro¬ 
posed remedies do not strike at the root of the evil. 

The bill is only operative upon each individual railroad 
company. It says to each company, you must not discrimin¬ 
ate unjustly between your patrons; your charges must be the 
same for like service performed. This is well enough, as far 
as it goes, but it does not go far enough. It simply reiterates 
and attempts to enforce the law that is already in existence, 
and under the operation of which, any shipper that has suf¬ 
fered from unreasonable and unjustly discriminating tariffs, 
can find redress. If the mere enforcement of the common 
law were sufficient to prevent unjust discrimination, why has 
it not been enforced, and why has not unjust discrimination 
been prevented ? The fact is, the strictest enforcement of 
the common law, or of the Reagan Bill, should it become the 
law, cannot prevent unjust discrimination. Each railroad 
company for itself, may strictly obey these laws and carry 
out faithfully all their provisions, and. yet the worst sort of 
unjust discrimination may and will still exist. 

To illustrate and prove the truth of this statement: 

Suppose that the Baltimore & Ohio Railroad Co. charges 
to a shipper A, 40 cents per hundred pounds on grain from 
Chicago to New York, and the same rate to all its patrons for 
contemporaneous and like service. It will have strictly com¬ 
plied with the Reagan Bill. Suppose, also, that the Pennsyl¬ 
vania Railroad charges on the same day 25 cents to another 
shipper B, from Chicago to New York, and the same to all its 
patrons for like and contemporaneous service. Both com¬ 
panies will have strictly complied with the Reagan Bill, and 
yet the shipper A, who may be a next door neighbor of B, 
and compete with him in the same article of trade, pays 15 
cents more per 100 pounds than B. The effect of the inde¬ 
pendent action of these two companies is precisely the same 
as if one and the same company had made this unjust dis¬ 
crimination. 
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It certainly can make no difference how unjust discrimina¬ 
tion is produced, or by whom it is practiced, as long as it 
exists. 

To prevent this sort of unjust discrimination, it is neces¬ 
sary that the two roads in the case I have mentioned for il¬ 
lustration, and also the other Chicago roads and their con¬ 
nections which can carry this freight to New York, should 
agree together upon a like charge to be made for contempo¬ 
raneous and like services to all shippers at Chicago. These 
several roads should co-operate first in agreeing upon a joint 
tariff, and then strictly adhere to it. It is only in this way, 
and in no other, that the shippers in Chicago, or in 
any one locality where a number of roads compete for the 
same traffic, can be put upon the same footing, and that the 
spirit and intention of the common law and the Reagan Bill 
can be practically enforced. 

To illustrate this subject still further, suppose the rate 
from Chicago to New York on grain per hundred pounds is 
to-day 40 cents, while from St. Louis, upon a strict mileage 
basis, the rate is 45 cents. These are the rates actually ob¬ 
served to-day; they are reasonable and just, and do not dis¬ 
criminate between Chicago and St. Louis, and therefore ought 
to be, and are satisfactory to all parties. But suppose the 
New York Central Company charges in Chicago 25 cents to¬ 
day, while the St. Louis roads charge 45 cents in St. Louis. 
The St. Louis shipper would at once complain against this 
unjust discrimination; but the Reagan Bill w r ould afford him 
no relief and grant him no protection. 

In order to secure to the St. Louis people a properly discrim¬ 
inating tariff—a tariff that will enable them to compete on 
equal terms with Chicago—there must be an understanding 
or an agreement, there must be co-operation between the 
several lines centring in Chicago with the lines centring in 
St. Louis in determining the just and proper difference in the 
tariff from the two cities to the same point of shipment, as 
justified and made necessary by their relative location from 
the markets and by other commercial considerations ; and 
after the relative tariff is established upon the correct and 
satisfactory basis, there must be joint and co-operative action 
in maintaining the same. 
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Each of the terminal roads in Chicago has a number of 
connecting roads which reach to the seaboard. Counting the 
various and distinct combinations of connecting roads with 
the main roads, there are upward of twenty distinct organiza¬ 
tions, working over some 50 different routes to the East, each 
having separate interests, soliciting business on its own ac¬ 
count, and at liberty to make such tariffs as it pleases. A 
similar state of affairs exists at St. Louis, from which place 
freight is shipped over 107 different routes to the seaboard, 
controlled by more than twenty different organizations, so 
that there must be an agreement between upward of forty 
different interests, all of which must be satisfied as regards 
the tariff and the amount of business each receives under it, 
in order to secure the intended object of the Reagan Bill : to 
prevent unjust discrimination. I have only mentioned Chi¬ 
cago and St. Louis ; but you must now also consider that the 
rates made from these cities influence and control the rates 
from almost every section of the country, from Indianapolis, 
Louisville, Cincinnati, Toledo, Detroit, in fact, from the lakes 
down to the Gulf of Mexico, and from the Atlantic to the 
Pacific Ocean; and further consider, that the co-operation of 
all the roads interested in the carrying business of this large 
country is required to regulate and maintain just and proper 
tariffs ; and you may be able to form some idea of the com¬ 
plications and difficulties of the problem, to satisfy the de¬ 
mands of the people for indiscriminating railroad transporta¬ 
tion tariffs. 

Under these conditions, is it to be wondered, then, that 
there has been complaint of unjust discrimination ? Is it to 
be wondered that there has been the greatest confusion, de¬ 
moralization and chaos in the transportation tariffs of the 
country? The wonder is, considering the number of inde¬ 
pendent railroads, each at perfect liberty to make whatever 
tariff it pleases, each company having different interests at 
variance with the other, each striving to secure for itself by 
fair or unfair means all the business it can grasp, each man¬ 
aged by men of different skill,- capacity, and of peculiar char¬ 
acteristics ; and also, considering that the closest co-operation 
of all these various and conflicting elements is absolutely 
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necessary to reach the grand result—the establishment and 
maintenance of a uniform, just and equitable railroad tariff, 
for 85,000 miles of railroads, in a country dotted all over with 
lakes and intersected with a great number of navigable streams 
and canals—additional elements of complication—the wonder 
is, Mr. Chairman, that the men who have managed this com¬ 
plicated business for you heretofore, have done it so well, and 
have confined, within such narrow limits, the evils and mis¬ 
chief which necessarily must follow the rapid and unprece¬ 
dented growth of this new system of transportation, which 
has worked so great a change in the development and com¬ 
merce of this country, one unprecedented in the history of 
the world. 

Allow me, Mr. Chairman, to say, that the abuse which is 
heaped upon railway companies and managers, because they 
do not at once control that which, in the very nature of things, 
is uncontrollable by their single efforts, appears to me unjust 
and undeserved. 

If I felt sure that I had succeeded in explaining to you the 
magnitude and complexity of the problem that you are at¬ 
tempting to solve by this proposed law, and the real causes 
of the evil which grew up necessarily with the multiplicity of 
competing railroads, it would not be necessary for me to again 
refer to the defects of this measure, and repeat the assertion 
that it utterly fails to cope with the difficulties of the situation. 

You will find that no provision is made in this bill looking 
to co-operation between railroad companies, as a necessary 
condition toward the attainment of its object. It not only 
does not authorize such co-operation, but strange to say, it 
actually forbids all combinations between railroads, by which 
they have heretofore been enabled to maintain, at least, some 
degree of system and order in the conduct of the transporta¬ 
tion business. Moreover, this bill is to do away with the 
good that has already been accomplished, and to send us back 
into the chaos from which we are just now emerging. It pro¬ 
fesses to undertake the prevention of unjust discrimination, 
and yet it says to the railroad companies, you are forbidden 
by authority of law to take the proper and necessary steps to 
obviate and remove this unjust discrimination. 
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All legislation for the last forty years, on the subject of 
railroad tariffs, has been futile, because legislators have failed 
to comprehend and to recognize the true nature of the sub¬ 
ject with which they attempted to deal. They have directed 
their laws against the suppression of the outward symptoms 
of the disease instead of its cause. The true cause of the 
evils to be remedied lies in the separate action of a great 
number of independent competing roads, no one of which, by 
its single efforts, can remove the evils. Any legislation, to be 
effective and successful, must deal with the system of rail¬ 
roads as a whole ; in other words, it must look to the combi¬ 
nation of all the roads, so as to make them, in effect, act as 
one road, so far as their duty as public servants requires 
them to maintain just and equitable rates of transportation, 
and prevent unjust discrimination. 

The real question before your committee, if you desire to 
solve the railroad problem, is, How shall this unity of action 
be secured? 

Before I present my own views regarding the method by 
which the railroad problem may be solved in this country, 
and the legislation necessary for that purpose, I will briefly 
refer to the actual or attempted solution of the problem in 
other countries. 

In France, we find that the difficulties which you propose 
to remedy have never existed, at least not to any great ex¬ 
tent, for the reason that the causes do not exist. There is 
not the multiplicity of competing railroad lines which are in 
a position to render like service to the people. The country 
has practically been divided among a few systems of railroads 
which are not interfering with each other, and the tariff of 
each can therefore be made, in a measure, independent of the 
other, and is not subject to be disturbed by the diversity of 
interests of competing roads. Moreover, the government ex¬ 
ercises direct control over these tariffs; and when they are 
once established, it sees that they are strictly observed. It 
must be remembered, that the government is practically in 
partnership with the railroad companies, having guaranteed 
a fixed interest on the capital investment, and, therefore, the 
right to exercise such control over railroad tariffs cannot be 
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questioned. And it must not be overlooked, that competition 
be.tween railroad companies is necessarily eliminated by gov¬ 
ernment control. 

In Belgium, the experiment has been tried of controlling 
the private railroad companies by the railroads owned by the 
State. These two systems have been in active competition, 
and even the State railroads have been obliged to resort to 
the usual means of carrying on that competition not always 
in consonance with the laws that should govern common car¬ 
riers. The final result of the Belgian experiment is, that the 
government of Belgium is now about to purchase the last im¬ 
portant private railroad in that State, and thus control, vir¬ 
tually, the whole railroad system of the country ; in which 
case it will secure that co-operation and unity of management 
which I have pointed out as necessary to prevent unjust dis¬ 
crimination. Competition between separate companies ceases 
with State ownership. 

In England, the condition of the railroad management re¬ 
sembles more that of this country. The railroads are not 
under the direct control of the government. Competitive 
struggles have had the same result in England as here—dis¬ 
satisfaction of the public, and ruin to the railroads, and finally 
consolidation of the roads into a few large systems, by which 
the tariff question has become more manageable. In addi¬ 
tion to this, the government has aided the English railroad 
companies greatly in securing unity of management, by char¬ 
tering an institution called the “Clearing House,” 
through which the railroad companies transact all their busi¬ 
ness, establish their tariffs, and have the means in their hands 
of maintaining the same, thus practically uniting the manage¬ 
ment of the separate roads into one, and preventing strife be¬ 
tween railroad companies; so that Mr. Pease, Member of 
Parliament, could say, before a committee, in 1872, “ I do not 
think that at this moment there is a competitive rate exist¬ 
ing in the kingdom.” 

In Germany the railroad system and its management re¬ 
sembles that of this country, in so far as the railroad com¬ 
panies are the creatures of the several States. The consequent 
want of unity of management has, therefore, been felt in that 
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country to a greater degree than elsewhere in Europe, and 
perhaps as much so or more than in this country. After the 
most thorough consideration which the ablest minds of Ger¬ 
many have for years given to the solution of the railroad 
problem, the conclusion has been reached that the necessary 
unity of management can only be properly and rightfully 
secured through the complete ownership of the railroads by 
the government. In pursuance of that policy the government 
of Prussia has already purchased all the important roads of 
that State. This also eliminates the competition between 
separate companies from the railroad problem. 

It would be rather unfortunate for this country if this plan 
of State ownership was the only one under w r hich the proper 
management of the railroads could be accomplished. It may 
be remarked, however, that the idea that the federal govern¬ 
ment should take complete control of the railroads has often 
found expression in this country. A few years ago the lower 
house of Congress passed a bill, according to which the 
President of the United States should appoint nine persons 
authorized to establish the railroad tariffs of the country, even 
without first acquiring proprietary rights to do so. The 
impracticability and injustice of such a measure requires no 
comment. 

The various and varied experience of other countries in the 
solution of this modern transportation problem proves the 
fact, beyond a doubt, that the competing common carriers of 
the railroads of a country cannot fulfil their duties as public 
servants without unity and concentration of management—a 
fact which I have endeavored to demonstrate, from a con¬ 
sideration of the dual character of the transportation busi¬ 
ness—its commercial and public nature. 

The question before this committee, if it desires to deal 
effectively with the railroad problem, is, therefore : How shall 
this unity of management be attained in this country, consist¬ 
ent with the public interests, and in accordance with the 
peculiar institutions and the practical working of this govern¬ 
ment? That it cannot be obtained through governmental 
ownership of the railroads is a self evident proposition. 

Before considering this question further, it may be of interest 
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to your committee to know the work that lias already been 
acconrplished without the aid of government, by the railroad 
companies themselves, toward the solution of the railroad 
problem. 

The railroad companies have endeavored to secure unity of 
action by voluntary co-operation in all matters in which it is 
absolutely necessary for the proper management of the roads, 
in the interest of the public, as well as in the interests of the 
proprietors of the roads. But this co-operation has been 
most inefficient in all matters relating to the uniformity, 
equality and permanency of railroad tariffs, although in 
other respects, as already mentioned, it has been very suc¬ 
cessful. 

It is on account of the great complexity of the tariff prob¬ 
lem that this voluntary co-operation has not met with better 
success, and not for want of effort or desire on the part of the 
railroad companies to control it, although the public, igno¬ 
rant of all the difficulties to be overcome, presume to hold 
each separate road responsible for the working of the whole 
system. The difficulty, however, has not been so much in 
agreeing upon the proper tariffs, but in carrying them into 
practical effect. The necessary means and machinery for 
that purpose have not been adopted, and there is no authority 
to enforce such agreements. 

The managers of roads meet in convention, and make 
agreements which are broken before the}' disperse. Every 
one who has paid the least attention to this subject is familiar 
with these unsuccessful efforts. The jmess of the country 
chronicles almost daily some conference held by officers of 
railroad companies, or some agreement made, and on the 
following day it chronicles its violation or discontinuance. 

During the last few years, however, some progress has 
been made toward a doser and more effective co-operation. 
Associations of railroad companies have been formed, with a 
proper organization, through which it was made at least 
possible to control the important tariff question. The 
first complete organization of this kind, and to which I shall 
refer hereafter more particularly, and explain fully its object 
and its methods, was the Southern Railway and Steamship 
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Association, formed in October, 1875, and which is still in 
effective operation. 

In 1877 the four Trunk Lines—the New York Central, Erie, 
Pennsylvania, and Baltimore and Ohio Railroads—entered 
into a similar compact, by which all the Westbound traffic 
from the seaboard was managed under one organization. In 
April, 1878, the Grand Trunk and Vermont Central com¬ 
panies commenced to co-operate with the four other Trunk 
roads. Through this compact it has been practicable to con¬ 
trol the tariffs on the whole of the Westbound traffic from 
the seaboard to all points West of the termini of the Trunk 
Lines. Like charges have been made to the public for like 
service. The tariff has been permanently maintained for a 
period of two and a half years with only one change during 
that time—something that has never been accomplished be¬ 
fore ; thus securing practically to the people the object of the 
proposed measure now being considered by your committee, 
viz. : reasonable, just and permanent rates of transportation. 
I do not mean to say that perfection has been reached in this 
respect, because much remains to be done ; but cases of vio¬ 
lation of the tariff rates, as far as the Trunk Lines can exer¬ 
cise their influence, are now the exception, and not, as here¬ 
tofore, the rule. 

Similar efforts at closer and more effective co-operation 
have been made by the railroads west of Chicago and St. 
Louis, which have been in a great measure successful. 

During the last year the principal roads embraced in the 
territory east of the Mississippi and the Atlantic seaboard, 
including the Trunk roads, and the Grand Trunk, have formed 
an organization known under the name of the Joint Executive 
Committee, for the purpose of securing uniform and equit¬ 
able rates on the whole of their Eastbound traffic. This or¬ 
ganization is of the same character as .that of the Southern 
Railway and Steamship Association, the operation of which 
will be more fully explained hereafter. Acting as chairman 
of that committee, I beg leave to read an extract of the report 
which I was able to make at its first annual meeting in Chi¬ 
cago, in December last. 

“ It may not be out of place here to refer briefly to the past 
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operations of this committee, which has now been established 
one year this day, although its organization was not fully per¬ 
fected and put into working order until June last. Since then 
the committee has accomplished, in a great measure, the ob¬ 
ject for which it was created, namely, to establish reasonable 
and just tariffs for the competitive traffic, and to permanently 
maintain such tariffs, securing thereby reasonable compensa¬ 
tion to the companies and remedying the great evils that 
have resulted from want of co-operation between the railroad 
companies, to the serious injury of their own and the inter¬ 
ests of the public.” 

“ You have now for the first time established a practical 
method by which the competitive traffic of your roads can 
be properly managed and controlled. Heretofore this was 
impossible ; the mere holding of conventions of railroad man¬ 
agers, passing resolutions, and then dispersing and letting 
things take care of themselves, each party acting as it sees 
fit, will not accomplish the purpose of intelligent joint man¬ 
agement of the large property under your charge. You have 
now added to the legislative department—your conventions 
—also a permanent executive department, the duty of which 
is to see that the resolutions passed and agreements made 
are faithfully carried out. In addition to this you have also es¬ 
tablished a judiciary department, consisting of a board of 
arbitration, whose duty it is to settle peaceably any question 
of difference, without resort to wasteful warfare, with all its 
injurious consequences. You have thus formed a complete 
government over this large competitive traffic over which it 
has heretofore been found impracticable to exercise intelli¬ 
gent control.” 

“ It must be remarked, however, that the only bond which 
holds this government together is the intelligence and good 
faith of the parties composing it. To give greater stability 
and permanency to the operations of this committee, it would 
be desirable to make its operations legally binding upon all 
parties by legislative action, provided it can be shown, as I 
believe it can, that its operation is beneficial to the public 
interests. I consider that no other legislative action would 
be necessary to remedy the evils which it has been attempted 


unsuccessfully to remedy by State legislation, and which 
may be attempted by congressional legislation, I fear, with 
like results.” 

“The companies composing this association have already, 
by their voluntary action, abolished the pernicious system of 
special contracts, and all shippers are now put upon an equal 
footing. Rates for the last few months have been everywhere 
(in the territory in which these roads are located ) maintained, 
and the great disparity between the local rates and the com¬ 
petitive through rates, which has heretofore been so great a 
source of trouble and complaint, has ceased to exist. Had 
such a result been sooner reached, we would have heard noth¬ 
ing of legislative control of railroads.” 

“ I express it as my opinion, the result of the most care¬ 
ful consideration, that the only legislation required to accom¬ 
plish the object which the most zealous advocate of the pub¬ 
lic interests can desire to accomplish, is to legalize, and even 
to enforce, the co-operative system of the railroad companies, 
so far as it is necessary to establish and maintain reasonable 
rates of transportation upon a uniform and equitable basis, 
treating alike all parties situated alike—in other words, to 
carry out the plan adopted by the committee, and which has 
been so successfully practiced during the last few months. 
I know that objection will be made by parties not conversant 
with all the conditions of limitation and restriction which are 
enforced upon railroad companies in establishing their tariffs, 
that such co-operation or combination, as it is generally 
called to make it appear odious, would lead to extortion on 
the part of the combined railroad companies. The past ac¬ 
tion of this committee is the best proof that such fears are 
unfounded. The committee, during its existence, has estab¬ 
lished rates lower than they have ever existed before and 
even the highest rates charged have not exceeded those of 
the last few years, but have been considerably lower, although 
the conditions for high rates have been more favorable this 
year than they have been for years past.” 

“The only thing which the co-operative system has ac¬ 
complished, is the maintenance of the established tariffs and 
the abolishment of the contract and rebate system. It is 
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only when agreed rates are maintained, no matter by what 
means, either by the voluntary action of the railroads or by 
direct legislative enforcement, that the evils of the transpor¬ 
tation business complained of by the public can be remedied.” 

“ If, therefore, our work is to be judged by its fruit, it 
should recommend itself to public favor.” 

From this, it will appear that, in my judgment, the only 
measure now wanted in order to give permanency to the opera¬ 
tions of these associations, is to recognize the same as neces¬ 
sary and beneficial, to give legal force to the voluntary agree¬ 
ments that may be made between its members, with the 
view of carrying out the objects of the association, namely, 
the establishment and maintenance of reasonable and non¬ 
discriminating transportation tariffs; in fact, the object of 
your proposed legislation. If Congress would pass a law to 
this effect, I would consider the whole railroad problem in 
this country settled, and settled upon truly American prin¬ 
ciples. It would allows the proprietors of the railroads to 
manage their own affairs, which they are much better able 
to do than it could be done under a centralized government, 
and at the same time it would restrict the operation of each 
individual road under the legalized co-operative system, to 
the extent that it is necessary, in order to carry out the in¬ 
tent and spirit of the lav r which regulates the conduct of 
common carriers in their capacity as public servants. 

I regret that I have not sufficient time to point out at length 
the great merits and advantages of this American plan of 
governing the railroads, as compared with the European 
plans, to which I have referred. It accomplishes fully the 
object contemplated by the centralized government of the 
railroads in Germany. It brings unity in the management 
of the roads, as far as that is desirable or necessary ; and at 
the same time, it preserves the individuality of each road 
and reserves to it the management of all ifis local affairs, in 
which it and the country through wdiich it passes is alone con¬ 
cerned. Co-operation of the roads is only required in so far 
as the interest of the whole system of roads and the public 
interest requires it—no further. In this respect, the gov- 
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eminent of the railroads would be based on the same prin¬ 
ciple that underlies the government of the United States— 
the general government taking cognizance only of matters in 
which the several States are jointly interested, leaving 
to each individual State—and, in this case, each road—to 
manage its own local affairs as it thinks best, in accordance 
with the laws of the State which created it. 

Is it necessary to point out the great advantage of such a 
government as compared with that of a centralized govern¬ 
ment ? Considering the extent of this country and the extent 
of its railroad system, a government of the railroads, such as 
is contemplated in Germany, would be utterly impracticable 
here. Government ownership accomplishes only one pur¬ 
pose—the same as the co-operative plan, it secures unity of 
management—in other respects the difficulties of the tariff 
question arise and would have to be dealt with, whether the 
roads are the property of the State or of private individuals ; 
and State ownership would necessarily bring with it many 
new difficulties not experienced or even thought of under the 
management bf private owners. 

The jdan which I propose prevents that very centralization 
and absorption of the roads under the absolute control of one 
or few persons. It makes the separate, individual existence 
of these roads possible, and puts a check upon the con¬ 
solidation of roads, which is regarded* with so much 
alarm by the people in this country, but which is the natural 
result of the struggles of the railroad companies : the stronger 
must at last absorb the weaker. The proposed government 
of the road secures all the advantages of consolidation, with¬ 
out its disadvantages. Instead of conferring upon and con¬ 
centrating great power in the hands of a few, it has the con¬ 
trary effect—it will leave that power distributed among a 
great many separate corporations. 

It is, of course, not proposed that the separate railroads 
shall be compelled to co-operate with each other if they do 
not desire to do so, for it is presumed that self interest will 
induce them to adopt the co-operative plan ; nor is it asked 
that the government should sanction the plan of co-operation 
without adopting such measures as maybe thought necessary 
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to properly supervise tlie operations of these associations, and 
to prevent all abuses of the privileges that may be conferred 
upon the roads. Such supervision may be accomplished by 
a commission specially appointed for that purpose,/upon a 
plan similar to that which has been established in Great 
Britain. 

One of the great difficulties of the railroad problem in this 
country arises from the fact that the general government can¬ 
not extend its jurisdiction to State roads, nor to the roads in 
foreign countries. Legislation, to be effective, must neces¬ 
sarily embrace all the competing roads in 
this country, including the foreign compet¬ 
ing roads, as well as the competing water 
lines- 

The tariffs of all competing carriers affect each other to 
such a degree, that if you restrict the action of one, and do 
not put the same restrictions upon all the others, you would 
not only do an act of gross injustice, but you could not ac¬ 
complish the purpose at all for which you undertake to legis¬ 
late. Instead of preventing unjust discrimination, you would 
legalize and increase it. 

The competing carriers, by railroad or water, in foreign 
countries, in one State or in several States, all must be per¬ 
mitted either to enter the field of competition 
on a like footing, or they must be restricted 
alike. If the bill under consideration would be otherwise 
unobjectionable, the fact that it does not reach State roads, 
such as the New York Central, while it applies to the Erie, a 
road competing for the same business, although located in 
different States, would not only prevent all the objects of the 
bill from being realized, but it would, in addition, have the 
tendency to destroy the value of the roads which are under 
restriction, and give undue advantages to the roads or the 
waterways to which the law does not apply. 

The same holds good in regard to the Canadian roads, 
which are allowed, under the Beagan lull, to continue all the 
abuses which the bill is intended to prevent, while it restricts 
the American roads in competing upon a footing of equality 
with their foreign rivals. And the same is the case with the 
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rival transportation routes, by canal, lake or river. They may 
continue to act as heretofore, pay rebates, make unjust dis¬ 
criminations at pleasure, and take the business away from the 
competing railroads, while the usual means of defence are 
taken out of the hands of the latter. 

As the State governments cannot extend their jurisdiction 
beyond the boundaries of the States, and as the general gov¬ 
ernment cannot extend its jurisdiction over the State roads 
nor to the foreign roads, it is clear that, under our present 
constitution, and with the present geographical boundaries of 
the country, neither the Federal government nor the State 
government, nor even through their concurrent action, could 
justly and effectively legislate upon the subject of railroad 
tariffs, without interfering with the free laws of competition, 
and doing great injustice to American interests, in favor of 
foreign roads, or to the interests of the railroads which are 
so unfortunate as to pass through more than one State, and 
in favor of the roads located only in one State, or to the in¬ 
terests of all the railroads in the country, and in favor of the 
water transportation lines, which latter are not to come under 
the restrictions of this bill. 

All these difficulties are overcome by the adoption of the 
co-operative plan, under which the roads—foreign and State 
roads included—by their voluntary action, undertake tcv 
carry out the intention and spirit of the common law, as 
regards the duties of common carriers in their capacity as 
public servants, induced to do so by consideration of their 
own and of public interests. State lines, and even national 
boundary lines, are thereby at once overcome and obliterated, 
as.lias been partially demonstrated by the experience of the 
association known as the Joint Executive Committee during 
last year, which organization has practically carried out the 
object of the Reagan Bill in the only way in which 
it can possibly be done. 

All that is required is to guarantee the permanency of this 
plan, which is now subject to be broken or discontinued at 
will by the disaffection of one or the other parties, and to 
recognize it as a legal method of railroad management. It 
is not proposed to use any compulsory means, other than to 


27 


require the adherence of the members of the association to an 
agreement voluntarily made by them, in the same way and 
for the same reasons that other legal contracts, between pri¬ 
vate individuals or corporations, are enforced by authority of 
law. 

I am aware that objections will be raised to the proposed 
plan, on the ground that it will restrict competition. It will, 
of course, be impossible to adopt any remedy that would do 
away with unjust discriminations and fluctuating rates, with¬ 
out restricting at the same time, to a certain degree, the strife 
— but not the competition — between railroad 
companies. It is just as impossible that the unrestricted 
strife between railroads, improperly called competition, could 
be continued, and at the same time equitable, permanent and 
indiscriminating rates of raik*oad transportation could be se¬ 
cured to the public, as it would be impossible to mingle fire 
and water into a homogeneous mass. The existence of one 
excludes the existence of the other. It is either strife be¬ 
tween these common carriers—or public servants—and all its 
attendant evils, such as unjust discriminations and fluctuating 
rates, or it is co-operation and unity of action in all matters 
relating to the competitive tariffs resulting in permanent, just 
and equitable rates. The people will have to choose between 
the two. Each of these plans has its advantages and disad¬ 
vantages. In this, as in all other human affairs, perfection is 
not possible, and the question simply is, which is the lesser 
of the two evils ? 

It cannot be denied that the past strife between the rail¬ 
roads has been productive of some good: Notwithstanding 
the great evils which have also been developed by it, it has 
no doubt aided in furnishing the people of this country with 
unequalled transportation facilities, and this at lower cost 
than the same facilities can be obtained in any other country. 
But the question may now be asked, whether, in this respect, 
these battles between railroad companies have not done all 
the good they can do, and whether the disadvantages arising 
therefrom have not become greater than their advantages. I 
am myself convinced that the latter is the case, and I am 
supported in this conclusion by public sentiment. Peojde 
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do not call now for lower rates of transportation, because 
transportation charges have become as low as can reasonably 
be expected, but they ask for equitable, uniform and perma¬ 
nent rates. 

Nor would I recommend the plan of these co-operative 
associations of railroad companies, and ask the sanction of the 
government for them, if thereby the real and legitimate com¬ 
petition between the associated roads would be prevented. 
The object of the association is simply to regulate intelli¬ 
gently, the competition between these roads and prevent its 
excesses, which result necessarily only in waste of property 
and in unjustly discriminating rates of transportation. 

By guaranteeing the separate existence of a great number 
of competing roads, and preventing their consolidation under 
a single management, the spirit of competition is necessarily 
kept alive, but it is not to be exercised hereafter, by paying 
rebates to shippers, and by trying to take underhanded advant¬ 
age of each other, but by endeavoring to improve 
and increase the facilities of transport¬ 
ation, and thereby retain or increase the claims of each 
road upon public patronage. Neither is it intended, nor 
would it be possible to restrict by means of the proposed or¬ 
ganized action of the railroad companies, the legitimate 
forces of competition in the op>en markets of the world, or of 
the powerful and controlling waterways. These forces remain 
unimpaired, and will continue to exert their full influence 
upon the railroad transportation traffic of the country to such 
a degree, that it will be utterly impossible for railroad com¬ 
panies to practice extortion, and thus afford a much stronger 
guarantee to the public than any possible legislative device 
could do. 

Although believing that the only action Congress could 
take to accomplish the object of the bill under your consider¬ 
ation, is to legalize the co-operative plan, yet I would not wish 
to ask Congress to pass any law at this time that would even 
have the appearance of restricting competition. I know that 
the people and Congress are not yet sufficiently well informed 
upon this subject to enact any law that will effectually 
reach the evils that it seeks to cure. It would require the 


29 


whole time of the committee for months to enable it to legis¬ 
late intelligently upon this subject. The appointment of a 
commission to investigate this question thoroughly, and to 
collect all the facts bearing upon it, and to report to the next 
session of Congress, would seem to be the first step to be 
taken to secure intelligent legislation. I submit, whether in 
the present state of the railroad problem, it would not be bet¬ 
ter to let the railroads endeavor to work out this problem in 
their ow T n way, for the present, at least, and, in the meantime, 
to watch their operation, and collect information through a 
commission. All we now ask is, that our efforts should not 
be obstructed by inefficient legislation, such as is contemplated 
by this bill. 

Great progress has been already made in solving the rail¬ 
road problem w i t h o u t the aid of Congress. The agitation 
of the question by the public has had the beneficial effect of 
directing the attention of the railroad managers more earnest¬ 
ly toward its solution, and much good has been done in this 
direction. The question does not now stand where it stood 
when it was first brought before Congress. Results have 
already been reached in its settlement which, two years ago, 
were considered impossible to attain, by the mere voluntary 
association of the railroad companies ; and there is now some 
hope that the evils of the transportation business may be 
remedied in this country, even without the aid of Congress. 
But if legislation shall be required, it can only be successful 
when the laws are framed in accordance with the j)rinciples 
which I have endeavored to explain, and the correctness of 
which have already been practically demonstrated—principles 
which are not only not embodied in the Reagan Bill, but are 
directly violated by it, as they have been by all former legis¬ 
lation on railroad tariff questions. 

(At this point Mr. Fink gave way to Mr. Chauncey M. 
Depew, counsellor and representative of the New York Cen¬ 
tral Railroad, who occupied the time of the committee until 
its adjournment.) 
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Continuation of argument of Albert Fink, in session of com¬ 
mittee, January 15, 1880 : 

Mr. Chairman and Gentlemen of the Committee : 

In continuance of my argument of yesterday, I propose 
now to call your special attention to-day to a peculiar and 
very important feature of tlie transportation business, wliicli 
is little understood by the public, and lias been utterly ig¬ 
nored by legislators in dealing with the railroad problem. 
You cannot devise any proper legislation for the regulation 
of tariffs and the prevention of unjust discrimination, without 
thoroughly understanding this feature. I refer to the inter¬ 
dependence of competitive tariffs, of common carriers by 
water or rail, throughout the whole country. 

It would be a comparatively easy matter to establish proper 
transportation tariffs, if each separate carrier could make its 
own without regard to others—a condition of things which is 
generally supposed by the public to exist. The fact, how¬ 
ever, is that only upon a very small portion of its traffic can 
a railroad company control its tariffs. It can only control the 
tariff upon traffic which cannot be carried by any other rail 
or water route ; and even upon this, competitive tariffs have 
great influence. This interdependence of transportation 
tariffs makes the tariff question one of great complication and 
far reaching consequences. You cannot change or alter the 
tariff' on any one of the competing roads without affecting 
thereby the tariffs of all others throughout a large section of 
the country, or throughout the whole country. Competing 
railroad tariffs must, therefore, be considered and treated as 
a whole, for the whole country. You cannot change one part 
of the structure without destroying the equilibrium of the 
whole, and without making a thorough readjustment or recon¬ 
struction necessary, which requires the co-operation of all the 
roads whose action can affect or influence such tariffs. 

Whije this independence requires unity of action and co¬ 
operation, or combination, as it is generally called, of the 
common carriers, in order to establish and maintain perma¬ 
nently, justly discriminating, uniform and equitable trans¬ 
portation rates for the whole country, it also assures the 


people, at the same time, against the abuse of the so called 
power of combination—the exacting of extortionate trans¬ 
portation charges—because it is through this peculiar feature 
-—the interdependence of tariffs—that the railroad tariffs of this 
country are controlled completely by the tariffs established 
by the competing carriers on the cheaper water routes, to 
whom nature supplies the roadways free of charge, and for 
whom the government keeps them in repair at the expense of 
the people. 

The competitive railroad tariffs for the interstate commerce 
are not, as is so generally supposed, under the absolute con¬ 
trol of railroad managers; but the carriers by the water 
routes really establish these tariffs, and the railroad managers 
have nothing to do but to conform to them. The water routes 
not only control the tariffs of their immediate rail competitors, 
at points where they can render like service to the same people, 
but their influence reaches, directly and indirectly, to the 
remotest parts of the country. Compared with this natural 
powerful regulator of railroad transportation tariff's, the 
efforts of State or congressional legislation to prevent extor¬ 
tionate charges appear to those who are fully conversant 
with the subject as perfectly useless; and the declamations 
against the baneful effect of the so called railroad combina¬ 
tions appear sinrply as idle talk. This is shown by the fact 
that many of the charters of railroad companies fix the maxi¬ 
mum charge at from six to eight cents per ton per mile, the 
water competition reduces the earnings of roads frequently 
to one quarter cent per ton per mile ; and the maximum 
charge on grain from Chicago to New York will hardly ever 
again exceed cents per ton per mile, or but one tenth of 
the maximum rates allowed by charters. 

To explain the effect of water competition more fully, I 
have to enter somewhat more into details, which I would like, 
for your sake, not to be required to do ; but if this important 
feature of railroad operation—the interdependence of tariff’s 
—is not understood, you will continue to grope in the dark, 
looking for remedies for the existing evils, without being able 
to find any. 

Commencing at the most northern boundary of the United 


States, the carriers on tlie lakes and the Erie Canal limit the 
railroad tariffs between Chicago and New York. The rail¬ 
roads can only charge so much more than the water lines as 
may be justified by the superior service rendered by them. 

After tlie rates from Chicago to New York have thus been 
determined, the rates from Chicago to Boston, and to Phila¬ 
delphia and Baltimore, are established by an agreement 
between the interested railroad companies. Fixed differences, 
which are considered justified by the geographical position 
of these several cities and other considerations, are perma¬ 
nently maintained in the rates from Chicago to other sea¬ 
board cities. At present the rates from Chicago to Boston, 
and interior New England cities, are five cents per hundred 
pounds higher than from Chicago to New York; and from 
Chicago to Philadelphia, two cents; from Chicago to Balti¬ 
more three cents lower per hundred pounds, than from Chi¬ 
cago to New York. This relative adjustment of rates ma}* 
be varied from time to time, by mutual consent of the in¬ 
terested railroad companies, each of which takes care of the 
commercial interest of the cities with which its own interests 
are identified, and does the best for itself and these cities 
that may be possible to do under the given conditions. 
Whether the present agreed differences mentioned above are 
satisfactory to* the several railroad companies, or to the 
interested communities, is not now a question for considera¬ 
tion. It is sufficient to call your attention to the fact, that 
this vexatious and difficult problem of satisfying at once all 
the rival commercial and railroad interests of the seaboard 
cities has been settled in this way, after millions of dollars’ 
worth of property have been wasted, and after the commercial 
relations of the whole country, as far as affected by railroad 
tariffs, have been disturbed and kept in a turmoil for years, 
in the endeavor to come to some understanding upon this 
question. 

These differences being now agreed upon, when it becomes 
necessary to meet the cheap, competitive rates of the canal 
and lake carriers between Chicago and New York, the rates 
to Boston and interior New England points, to Philadelphia 
and Baltimore, are determined by adding or deducting tlie 


agreed difference to the reduced rates. Thus, the cities 
having no direct water communication with Chicago enjoy 
the benefit of the canal, as far as low railroad transportation 
rates are concerned, the same as if the canal ran to those 
cities. 

Another very important rule of action has been adopted by 
the railroad companies, located in the territory east of the 
Mississippi River, north of the Ohio and the northern Atlan¬ 
tic seaboard, by which the infiuence of the low rates on the 
Erie Canal and the lakes is felt in determining the rail rates 
from all other points in this large section of the country. 

When the rates of transportation between New York aiid 
Chicago have been regulated by the competition of the water 
routes, all the tariffs in this section of country are adjusted 
upon the basis of the relative distance of the various points 
from New York, using the distance from Chicago to New 
York as the basis. The agreed differences are again allowed 
from the same places to Boston, New York, Philadelphia and 
Baltimore. In this case, the popular pro rata principle can 
he, and is, permanently adopted in establishing the tariffs. 
The distance of St. Louis, for example, from New York, is 10 
per cent, greater than the distance from Chicago to New 
York, and the rate from St. Louis to New York is 16 per cent, 
higher. Can anything be fairer ? The low rates established 
on the Erie Canal and Lakes are thus extended to St. Louis, 
and that city enjoys the full benefit of cheap railroad trans¬ 
portation, the same as Chicago. 

Nor is this a mere arbitrary arrangement of the railroad 
companies, which could be discontinued at their pleasure. It 
is based upon the surest foundation—the interests of the rail¬ 
road companies themselves centring in St. Louis. As long 
as they are in a position to exert any infiuence upon the 
transportation rates, they will be sure to take care of the 
interests of St. Louis. It don’t require any congressional or 
other legislation to protect St. Louis as against Chicago. 
Were the rates from St. Louis to the East made too high, as 
compared with the rates from Chicago, or were the Chicago 
rates lowered to meet the competition of the water routes, 
while the St. Louis rates were not lowered in the same pro- 
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portion, tlie business would be diverted to Chicago, to the in¬ 
jury of the St. Louis railroads, and of the St. Louis mer¬ 
chants. 

The same reasoning holds good in regard to the rates from 
all other cities in the territory named—from Cairo, Peoria, 
Indianapolis, Evansville, Terre Haute, Vincennes, Lafayette, 
Louisville, Cincinnati, Columbus, Cleveland, Toledo, Detroit, 
Pittsburg, Buffalo, Wheeling. The transportation rates to 
and from these cities are regulated by the Erie Canal. But 
the influence of the lakes and Erie Canal does not stop there. 
The tariffs west of the Mississippi Biver are based upon the 
rates east of Chicago and St. Louis, and the tariffs south of 
the Ohio are based upon the rates prevailing north of the 
Ohio, and therefore it may be truly stated that the most 
northern line of water transportation influences the rates of 
railroad transportation almost throughout the whole country. 

But the lakes and Erie Canal are not the only regulators of 
railroad transportation tariffs. The Mississippi Biver and 
the coastwise ocean navigation play another important part. 
Should the railroad companies desire to take advantage of 
the suspension of navigation on the Erie Canal and lakes 
during the winter season, if otherwise the transportation 
rates were not limited by commercial considerations, the Mis¬ 
sissippi Biver would furnish an outlet from St. Louis, via New 
Orleans, to New York or direct to Europe. The rates from 
St. Louis, via rail to New York, would then have to be so ad¬ 
justed as to meet this water competition, and from all other 
interior points east of St. Louis they would have to be ad¬ 
justed upon the pro rata principle, for the same reasons al¬ 
ready fully explained. 

I have shown how the rates from St. Louis, and the whole 
section of the country depending upon St. Louis, are affected 
by the Erie Canal and the lakes, on the one hand, and the 
ocean and Mississippi Biver, on the other hand. There are 
still other lines competing for the St. Louis East and West 
bound traffic, by which the St. Louis rates are affected. One 
of these is the line from St. Louis, via the Mississippi Biver 
to Cairo, from Cairo up the Ohio Biver to Huntington, W. 
Va., from thence to Bichmond by the Chesapeake & Ohio 


Railroad (the only railroad link in the route, 421 miles long), 
and from Richmond, via James River and ocean, to New York 
and other Northern ports. 

Another route is from St. Louis, either by rail or water, to 
Columbus, Ky., or to Evansville ; thence to Nashville, Chatta¬ 
nooga, Knoxville and Norfolk ; from Norfolk by ocean to New 
York; or from St. Louis, via the same routes, as far as Chat¬ 
tanooga ; then via Atlanta, Augusta and Port Royal, to New 
York; or from Atlanta to Savannah, or via any of the other 
South Atlantic ports, to the North Atlantic ports. All these 
Southern routes, competing with the Northern routes, contain 
the cheap elements of water transportation, and each of these 
lines can affect and influence the establishment of the tariffs, 
not only from St. Louis, but from the whole territory depend¬ 
ing upon St. Louis. While thus the Erie Canal and the lakes 
influence the rail rates of transportation from the extreme. 
Northern boundaiy of the country toward the South, the 
ocean and Mississippi River navigation influence the rail 
rates from the South toward the North. 

I have already referred to the coast line steamers from 
New York to New Orleans, and via Mississippi River to 
St. Louis, as forming one of the competing water lines be¬ 
tween St. Louis and New York. By this same route freight 
is also shipped to Memphis, and the rate to Memphis from 
the East, via the Northern all rail routes, through Louis¬ 
ville, has to conform to these low water rates. Although 
Memphis is nearly four hundred miles southwest of Louis¬ 
ville, the rates to Memphis from New York are as low on a 
great many articles, via the coast line steamers and the 
Mississippi River boats, as the all rail rate from New York 
to Louisville, which latter rate is based upon the Chicago 
rate, and is determined by the Erie Canal and the lakes. 
The Memphis rates having been determined by the Southern 
water routes, the rates to Nashville have to be adjusted upon 
the basis of the Memphis rate. Nashville must have a 
lower rate than Memphis, otherwise the Nashville merchant 
could not compete with the Memphis merchants, and the 
railroads interested in Nashville would lose their business. 

As an illustration of the interdependence of railroad 
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tariffs, it appears from the above, that the rate from Nev 
York to Nashville is controlled by the following competing 

lines: T 

1. The Erie Canal and lakes influence the rates to -Louis¬ 
ville, and through Louisville the Nashville rate. 

2. The ocean and Mississippi Liver determine the rate to 
Memphis, and through Memphis the Nashville rate. 

3. The routes from New York, via ocean to Norfolk, 
Charleston and Savannah, and from there via rail to Mem¬ 
phis and Nashville, influence the rates to these points. 

It appears, therefore, that the rates from New York to 
Nashville, one of the interior cities, are controlled and influ¬ 
enced by the most northern and most southerly water routes, 
and can be influenced by the action of almost even' single 
competing railroad in the country, south and north and east 
of the Mississippi Liver. 

The same may be said in regard to the rates to x an a, a 
city removed from any water course. 

The Erie Canal and lakes determine the rates from Chi¬ 
cago to Atlanta, via New York, Philadelphia or Baltimore, 
and thence via Charleston or other South Atlantic ports, 
by short rail routes to Atlanta. The all rail rates from St. 
Louis and Chicago, via Louisville or Cincinnati and Chat¬ 
tanooga, to Atlanta, have to conform to the rates determined 
by the Erie Canal from Chicago to New York, and by the 
water routes from New York to Charleston, Savannah, New 


Orleans or Mobile. 

The rate from Chicago to Charleston and Savannah being 
thus determined, the rate from Chicago to Atlanta is also 
fixed, as it cannot he m ore than the water rates to Charles¬ 
ton or Savannah, plus the rail rate over a short rail route 
from these ports to Atlanta. The rate from Chicago to 
Atlanta being determined by the Erie Canal and ocean navi¬ 
gation, the rate from Louisville to Atlanta must be made 
less than from Chicago to Atlanta, as the railroads inter¬ 
ested in Louisville are compelled by self interest to de¬ 
mand lower rates, on account of the shorter distance from 
there to Atlanta. The rates from Louisville to Atlanta being 
thus determined, it also fixes the rates from Nashville to 
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Atlanta; because the railroads at Nashville claim lower rates 
on account of their shorter distance to Atlanta. Thus it will 
be seen that the Erie Canal influences, directly or indirectly, 
the rates between Nashville and Atlanta—two inferior cities, 
far removed from the water routes, which exercise this control. 

Illustrations to the same effect might be multiplied ad 
infinitum, but I do not propose to weary you with un¬ 
necessary repetition. I hope enough has been said to prove 
the interdependence of railroad tariffs 
throughout the whole country, the complete 
control that the water routes exercise over the railroad trans¬ 
portation tariffs, even to the remotest parts of the country, 
the impossibility of railroad companies making unreasonable 
and extortionate charges on interstate or competitive traffic ; 
and I also hope that no further argument will be required to 
convince your committee that this interdependence of rail¬ 
road tariffs of a great number of independent railroad com¬ 
panies, who can directly or indirectly influence, change, or 
abolish all. tariffs, requires the co-operation and 
unity of action of all, in order to establish and 
maintain uniform, and indiscriminating railroad tariffs. 

How this unity of action is to be secured is, therefore, the 
first and most important question to be considered in the 
practical solution of the railroad problem. 

I do not like to bore your committee with the practical de¬ 
tails of railroad management, but I do not see how I can avoid 
referring, at least in a general manner, to the great difficulties 
that railroad managers encounter in the administration of this 
transportation business, and I cannot do better than to read 
an article, which I wrote some four years ago, and which is 
published in the report of the Chief of the Bureau of Statis¬ 
tics for 1876, Part II., in answer to a question propounded by 
Mr. Nimmo. 

In this article I gave an account of the state of the railroad 
problem and railroad administration four years ago, and, after 
reading it, I will explain the plans that were then proposed 
for the remedy of the described evils, and which have since 
been put in practical and successful execution to a very con¬ 
siderable extent. 
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The question was asked: 

State the principle upon which com¬ 
petitive rates should be established by 
transportation lines, the principal method 
by which they are established, the means 
employed to maintain the same, the rea¬ 
son why they are so frequently broken; 
also state the cause of railroad wars and 
their effect upon the public interests. 

Answer .—“I have referred to the mutual dependence of 
railroad companies upon each other regarding- the establish¬ 
ment of competitive tariffs.” 

“The right of each company to regulate and change its own 
tariffs without regard to the interest of another road, camiot 
be denied ; but this right is not only possessed by one, but 
by all. Let us suppose that in its exercise one road changes 
its tariff to-day and another to-morrow, another the next day, 
and so on—the action of one affecting the interests of all the 
others—the injurious effects of this separate and indepen¬ 
dent action would be felt by all.” 

“ It becomes, therefore, a matter of mutual interest, almost 
an absolute necessity, in order to adjust properly the railroad 
tariffs of the country, that the various lines of transportation 
competing for the same traffic, or whose tariffs are influenced 
by each other, should act in concert.” 

“ They should give each other timely notice of the changes 
proposed to be made, so that all may be able to conform 
thereto. This is the correct theory upon'which competing 
transportation lines should and generally propose to act. 
This co-oj^e ration is not in conflict with the laws of the coun¬ 
try or with public interest, as is generally supj)osed. On 
the contrary, it is beneficial to both the public and railroad 
interest.” 

“The work of establishing the competitive tariffs of rail¬ 
road conqmnies, and of transacting other business in which 
they are mutually interested, is usually performed in meet¬ 
ings or conventions of the representatives of the interested 
companies.” 
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“ The conventions are called from time to time, as the ne¬ 
cessity for changes or readjustment of tariffs may arise.” 

“The difficulties of bringing together from all parts of the 
country, at one time and at one point, the representatives of 
a great number of transportation companies are not a few. 
These officers are generally fully occupied at home, or they 
may have previous engagements. The officer competent to 
represent a certain road may sometimes be required (if the 
business relations of his company are complicated) at two or 
three different conventions at the same time, or so near to¬ 
gether that he cannot attend at all. It may and does fre¬ 
quently happen that the representative of a road whose pre¬ 
sence was absolutely necessary to transact any business at 
all does not appear. When this is the case, the convention 
adjourns and agrees upon some other place and time of meet¬ 
ing, perhaps with no better result.” 

“It often happens that officers of transportation lines are 
chasing each other over the country, endeavoring to meet and 
transact important business, but practically accomplishing 
nothing. After many repeated trials, the conviction settles 
itself upon the minds of many that it is useless to repeat 
these abortive attempts, and that time and expenses involved 
might as well be saved.” 

“ The important questions, upon the settlement of which 
the proper conduct of the transportation business depends, 
are not attended to, and matters are allowed to take care of 
themselves.” 

“ But in case the interested parties come at last together, a 
day or two only generally is set aside to transact business 
that is often of a very complicated nature, arising from the 
direct conflict of so many interests. For want of more time 
the work is often imperfectly done, if done at all. In case of 
disagreement, there is no one to decide between the parties. 
The majority cannot and ought not to dictate to the minority. 
The result in many cases is, that the questions at issue re¬ 
main unsettled and no agreement can be made. But assum¬ 
ing that an agreement is at last consummated, the most diffi¬ 
cult part of the work remains yet to be done. How is the 
agreement to be carried into effect ?” 


“ There is no authority to compel adherence to it, no court 
in which the violator of it can be held responsible or 
punished.” 

“ The agreements hastily formed are often understood dif¬ 
ferently by the different parties and executed in the various 
ways which they are understood.” 

“ There is no central office from which the proper interpre¬ 
tations could be enforced alike. One party may consider that 
the other is violating the agreement and absolve itself from 
adherence. The result is the same as if no agreement had 
been made.” 

“ Supposing, however, that an agreement relative to the es¬ 
tablishment of competitive rates is made and understood 
alike by all parties, should it then appear to one or the other 
party, after a short experience, that it does not receive as 
much business as it expected or wanted (and such conclusions 
are generally arrived at), it either openly repudiates the 
agreement or more frequently violates it secretly by paying 
commissions or rebates, or by the use of other means of de¬ 
ception.” 

“ The other parties very soon suspect that they are not 
fairly dealt with. This mere suspicion is often considered 
sufficient for adopting means of self protection, generally 
corresponding in character with those the other party em¬ 
ployed, or is supposed to have employed.” 

“ The result is that, either openly, more often secretly, by 
means which are considered dishonorable in the ordinary 
transaction of life, one competitor is underbidding the other. 
The rates of transportation fluctuate ; they become lower and 
lower; influential shippers are secretly favored by low rates, 
enabling them to secure advantages over their competitors 
and to monopolize certain branches of business altogether. 
All this is done in direct violation of the laws that should 
govern common carriers.” 

“ The shippers cunningly encourage dissension among the 
agents of competing lines, ingeniously working upon their 
credulity and suspicion by hints or direct misrepresentations, 
and hardly ever fail to obtain a reduction in the established 
rates of transportation which had been agreed upon and were 
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considered reasonable and proper by all the competing trans¬ 
portation lines.” 

“ After a period of low rates caused by this process of un¬ 
derbidding, during which the railroad companies usually 
work for less than cost, it is found necessary by them to 
make another effort to secure remunerative rates, and, if pos¬ 
sible, by higher rates to make up for past losses.” 

“New conventions are called and held, new agreements 
formed, and they are violated again as before, and so on. 
This history of the management of the transportation busi¬ 
ness is thus constantly repeating itself, to the great injury of 
the jJeople and the proprietors of the roads.” 

“ The general managers or heads of the departments attend 
generally to the establishment of rates and make agreements 
with each other; and to this extent, but no further, this im¬ 
portant business may be said to be under their control ; but 
no sooner is it believed that one or the other competing lines 
has violated the agreement and tries to deceive, whether this 
be a fact or not, the management is of necessity surrendered 
into the hands of subordinates, the soliciting or commission 
agents, to whom the general instructions are given to do as 
others are doing, or supposed to be doing, or to make any 
rate they please, no matter how low. From that time on the 
general managers and the owners of railroad property have- 
lost control over it.” 

“ The result is fluctuations in rates, unjust discrimination 
between shippers in the same locality, or between shippers 
in different localities.” 

“ Rebates are generally paid and special contracts are se¬ 
cretly made, all in direct violation of the law that should gov¬ 
ern common carriers.” 

“ There are other causes which lead to the same result.” 

“ If a controversy arises between any two or more railroad 
companies upon any subject whatsoever, and they cannot 
arrive at a satisfactory adjustment, one or the other party 
commences a system of warfare upon its opponent by estab¬ 
lishing unusually low rates of transportation over its own line, 
and thus compels the other to conform to the same in the 
hope of inflicting losses upon it, to a greater extent, perhaps, 
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than the amount of money involved in the controversy. Or 
this warfare may be undertaken as a preliminary step to ne¬ 
gotiations, or for the purpose of establishing again the fact, 
of which each party is already well aware, that it cannot ig¬ 
nore the existence or the rights of the other.” 

That this mode of settling controversies between intelligent 
people is yet practiced in this civilized age, can only be ac¬ 
counted for by the fact that the property which is thus being 
unnecessarily sacrificed, is not the property of the parties who 
manage it. 

“ If it were, it is reasonable to assume that ere this means 
would have been devised by which controversies between 
railroad companies would be settled in a manner less waste¬ 
ful and more in accordance with the spirit of the present civ¬ 
ilization. In the absence of such means, the practice now so 
frequently resorted to is, however, unavoidable.” 

“Were the injurious consequences of these wars confined 
only to the combatants, it would be less objectionable, but 
innocent parties become involved. Railroad companies which 
are not concerned in the controversy, are necessarily drawn 
into it, and often sustain great losses, and the people gene¬ 
rally suffer from these contests. This, however, is not gene¬ 
rally understood, on account of the immediate temporary ad¬ 
vantages which are gained by sbme parties by the low 
rates ; the subsequent and permanent disadvantages under 
which all, more or less, suffer, are not considered.” 

“ A proper distinction should be drawn between healthy 
competition, regulated by natural laws upon correct princi¬ 
ples, and competition which is merely the result of misman¬ 
agement.” 

“ Healthy competition is continuous in its operation. The 
effect of railroad wars, or railroad mismanagement, in reduc¬ 
ing rates is spasmodic. The natural laAvs of competition do not 
regulate changes in the tariffs. They depend often upon 
the mere will of a single railroad manager, or may result from 
an obstinate and unreasonable quarrel between a number of 
them. Personal pride and prejudices not unfrequently have 
something to do with it. The people, cannot, therefore, fore¬ 
see and provide against changes which affect so seriously 
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their commercial relations and interests. The market value 
of articles of commerce becomes unsettled, the risks of all 
commercial transactions (depending upon transportation 
charges) are greatly increased, the proper adjustment of tar¬ 
iffs between commercial communities is disturbed, and trade 
diverted from its accustomed channels. The transportation 
taxes are borne unequally by different localities, giving 
undue advantages to some, and unjustly discriminating against 
others.” 

“Low competitive rates make higher local rates necessary. 
Unreasonably low rates are used as a standard of comparison, 
by which the higher rates, although they may be reasonable 
in themselves, appear extortionate.” 

“ Rates of transportation should be reasonable ; they should 
be uniform and permanent, as nearly as the conditions of cost 
and the natural laws of competition permit; they should be 
alike to all parties situated alike, and should be properly 
adjusted, so as not to discriminate unjustly between* different 
individuals or communities.” 

“ To attain these objects under the present management of 
the competitive transportation business is simply impos¬ 
sible.” 

“Intelligent co-operation between all the transportation 
lines which can influence the tariff, under a proper organiza¬ 
tion and regulations, becomes absolutely necessary.” 

“ Whether this co-operation can be secured by the volun¬ 
tary action of the transportation companies, is doubtful. Gov¬ 
ernmental supervision and authority may be required to some 
extent to accomplish the end in view. 


To overcome the difficulties and remedy the evils just de¬ 
scribed, an association was formed of about twenty-five 
Southern roads, in October, 1875, with the object of securing 
the necessary co-operation. I will not detain you with 
reading the articles of association, but the following explana¬ 
tion of the same, written by me in April, 1876, sets forth the 
methods adopted and the reason therefor. The plan here 
described is substantially the same as that adopted by the 
Joint Executive Committee, previously referred to. 
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DESCRIPTION OF THE ORGANIZATION OF THE SOUTHERN 
RAILWAY AND STEAMSHIP ASSOCIATION. 

“ In articles 1 to 3 of the Constitution, the object of the 
association is stated. It will be seen that the members agree 
merely upon a specific mode or system in which they propose 
to transact that portion of their business in which they may 
be concerned together, and in the proper conduct of which, 
negotiations and co-operation become necessary.” 

“ Articles 4 to 13 provide for the manner in which the regu¬ 
lations and rules for the conduct of the business are to be es¬ 
tablished, or changed from time to time as occasion may re¬ 
quire ; also for the appointment of an officer who is to be 
called the commissioner, and whose duties are prescribed in 
articles 14 to 27.” 

“ These duties are of a threefold nature :” 

“ 1st. The commissioner is the head of a bureau through 
which the members transact all their business of the charac¬ 
ter named above.” 

“ This bureau becomes the central office of the members. 
Instead of each company attempting to transact directly its 
business with every other—almost an impossible undertaking, 
when many companies are concerned (there are 25 members 
of the association)—they correspond directly with this central 
office and carry on their intercourse and negotiations through 
it. This avoids to a great degree the necessity of transacting 
business through conventions—an expensive, time consuming, 
and at best a very unsatisfactory mode, especially as these 
conventions can only be held periodically, while business can 
be transacted with great promptness through the bureau at 
all times.” 

“ In this respect, even without any further measures, the 
establishment of a bureau, by transportation companies hav¬ 
ing intimate business relations, would be a great improve¬ 
ment in facilitating their intercourse, and lead to a more in¬ 
telligent and satisfactory management of their business.” 

“The information collected by the bureau, upon all sub¬ 
jects that can bear upon the negotiations and subjects of co¬ 
operation, enables the commissioner to take a more general view 
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of the whole field of operations, and to form a more intelligent, 
impartial and correct judgment of the course which it would be 
best for each company to pursue, with due regards to the 
rights of others. Acting as an adviser and mediator between 
the members, many complications, which in intricate and 
complicated business transactions (especially between parties 
living apart) arise from a want of a proper understanding, 
can thus be avoided.” 

“ 2d. If the necessary agreements cannot be reached in the 
manner proposed, the commissioner is to decide as an umpire 
all questions of conflict between the members, and thus 
avoid the expensive warfare now generally resorted to in such 
cases.” 

“His decisions are subject to be revised by a court of ap¬ 
peal or board of arbitration.” 

“ 3d. It is the duty of the general commissioner to see that 
all the agreements which have been made, or his decision, or 
the decisions of the court of appeal, are carried out.” 

“Agreements between railroad companies are generally 
made in conventions of the officers. For want of time, they 
are hardly ever thoroughly considered, and are generally under¬ 
stood differently by different parties, and executed as they are 
understood ; hence they are generally broken as soon as made. 
The impossibility of carrying out agreements between railroad 
companies is not always the result of bad faith or dishonesty 
on the part of the contracting parties, but is frequently due 
to the want of a proper organization and the failure to employ 
jjroper means to accomplish the end in view. It should not 
be expected that an agreement made between a great many 
parties in regard to complicated business transactions can be 
carried out without some executive head, whose duty it is to 
see that each party adheres to it, or to fix the responsibility 
in case of violation.” 

“It is with a view to correct this defect in the present mode 
of transacting business between railroad companies, that the 
Commissioner is made the executive officer, charged with the 
duty and empowered to enforce the agreement made between 
the members of the association.” 

“ While this does not prevent intentional violation, yet it 
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removes many of tlie causes which lead to disagreement and 
disruption. In the course of time it may be expected that 
by these means confidence between the members will be es¬ 
tablished, the want of which in each other is really one of 
the greatest causes of dissension and trouble.” 

“The three specific duties of the Commissioner which 
I have just named, are to be performed by an officer of expe¬ 
rience, accustomed to deal with all questions arising in the 
practical management of the transportation business. This 
officer should at least be the equal in intelligence and capa¬ 
city to the chief managing officers of the railroad companies, 
members of the association.” 

“ It will be observed, from a careful reading of the articles 
of the association, that the association, as a body, does not 
prescribe any particular policy or line of conduct regarding 
the management of the business of the members, but merely 
determines the mode, rules and regulations, according to 
which the members are to transact business with each other. 
The particular measures to be adopted upon any subject of 
action are to be determined by the interested parties them¬ 
selves in each particular case as it may arise. The majority 
of the association, however, does not dictate terms to the 
minority regarding questions of management or the conduct 
of business. In case of disagreement and conflict between 
the members, the question at issue is not to be decided by a 
majority of the contracting j3arties, but is to be submitted to 
the decision of a disinterested umpire, or to a board of arbi¬ 
trators.” 

“ The full legislative and directing power—if I may use 
these terms—remains, therefore, in the parties at interest. 
This power is only restricted in case of conflict; but this re¬ 
striction is imposed by judicial proceedings, and not by the 
numerical strength of the contending parties.” 

“ It will appear from this that the association is formed 
upon the plan of a representative government, with a legisla¬ 
tive, judicial and executive department. The legislative de¬ 
partment is constituted by the members of the association. 
As long as they can agree with each other, the Commissioner 
exercises only his advisory and executive powers. In case of 
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disagreement between the members, his duties become of a 
judicial character. He does not control, prescribe or direct, 
but merely advises, adjudicates and executes.” 

“ Uniting these offices in one person, he can act promptly 
in all matters that come before him, without interruption in 
the regular course of conducting business.” 

“In the absence of any one of the members, he is em¬ 
powered to act for it, upon all subjects upon which his 
decision as umpire would be binding on said member.” 

“ The delays frequently occurring, on account of the im¬ 
possibility of bringing all the interested parties together for 
the purpose of negotiating agreements, are thus avoided.” 

“ I have called attention to the above essential features of 
this organization in which it differs from other organizations 
formerly proposed, and which had a similar object in view.” 

“ Their failure was, no doubt, due to the fact that the busi¬ 
ness of the members was to be arbitrarily directed by a 
majority of the members, or by commissioners who were not 
in a position to understand or guard the rights and interests 
of all and every member. It could, of course, not be expected 
that railroad companies would submit to the dictation of 
others who might have no direct interest in their affairs, or 
whose interests might be adverse.” 

“ In the organization which I have described, full control 
is given to each member over its own affairs; only in case of 
conflict with others it submits voluntarily to the adjudication 
of a court of justice, in the election of which it participates. 

“ There is another important feature of the organization to 
which I will call attention.” 

“ I have referred to the fact that the organization as a body 
does not prescribe any particular course of action in regard 
to the conduct of the business of the members. Disagree¬ 
ments, therefore, between the members in regard to any par¬ 
ticular transaction or disobedience to the rulings of the ar¬ 
bitrators do not affect, in any way, the organization itself, 
but merely that particular transaction, and the parties that 
may be directly or indirectly interested in it.” 

“Nor does the withdrawal of any one or more of the mem¬ 
bers dissolve the association. As long as two members re- 
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main they can continue to transact their business with each 
other under the rules of the association, and derive some 
advantage therefrom.” 

“The plan of organization is not restricted to any partic¬ 
ular number of members; from two upward it may embrace 
all the railroads in the United States. The association 
contains, therefore, the elements of self preservation and 
growth. It can adapt itself to the conditions and circum¬ 
stances which are likely to occur, and under which it has to 
operate.” 

“If agreements are not adhered to by the members, or sub¬ 
mission to arbitration is refused, the usual mode of settling 
difficulties between railroad companies has to be resorted to. 
The members of the association, acting as a unit under its 
rules, may be able to prevent warfare, or at least restrict it 
within narrower limits. Organized resistance or offence must 
be more successful than if each member acted upon his own 
account and fought indiscriminately foes and friends, as is 
now generally the case. The strength of the association con¬ 
sists, therefore, in the power and facility to combine all mem¬ 
bers who desire to carry out their agreements against those 
who do not.” 

“It will appear from these explanations that the mere es¬ 
tablishment of the association cannot be expected to remove 
at once all the evils and defects in the present management 
of railroads which it is intended to overcome.” 

“Its object is merely to prescribe a method in which the 
complicated business between railroad companies can be 
systematically and efficiently transacted, and to substitute in¬ 
telligent consideration of all subjects of mutual interest, and 
fair and just adjudication of all conflicting claims, in place of 
the ruder method of settling controversies between the rail¬ 
roads by warfare, so destructive to the best interest of the 
people and of the proprietors of the roads.” 

“The operation of the association must, therefore, not be 
considered automatic, but its success depends in a great 
measure still upon the degree of intelligence of the managers 
of the roads, and more especially upon their good faith to 
each other, because their compliance with the rules of the 
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association and with the agreements made under it, is entirely 
voluntary and cannot be legally enforced.” 

“To secure the permanency of such associations, it would 
be desirable to constitute the members a legal body by act 
of incorporation, making the articles of association legally 
binding upon its members. This is the plan pursued in the 
organization under which the business of single railroad com¬ 
panies is conducted.” 

“If the stockholders of such companies were allowed to ex¬ 
ercise a direct control upon the management, each in his own 
private interest, the result would be disastrous to the best in¬ 
terests of the companies. The stockholders, therefore, elect 
representatives, whose acts, in accordance with the articles of 
association, become legally binding upon each. These repre¬ 
sentatives, it majr be said, act as umpire between the indi¬ 
vidual owners; they look to the interest of the whole as a whole 
and disregard the interest of the individual when in conflict 
with the general interest.” 

“This is the only mode in which the business of a great many 
parties having separate private interests, but all united for 
the attainment of the one common object, can be managed.” 

“The same principle should be applied to the management 
or government of the whole railroad system of the country. 
The several railroads constituting this system have interests 
adverse to each other, yet they have one object in common, and 
this is the proper management of the transportation business 
of the country, so as to secure the best possible results to the 
people, with due regard to the rights of the proprietors of 
these roads.” 

“This object can only be attained by the co-operation of 
the railroad companies under some sort of government, with 
sufficient power to regulate and restrain the action of indi¬ 
vidual companies so far as necessary for the welfare of the 
whole and the attainment of the final object.” 

“As an important step toward the establishment of such a 
government, I propose that the federal government legalize 
(incorporate) organizations formed by the railroad companies 
upon the plan which I have described and for the purpose 
mentioned (of course, under proper restrictions), and to make 
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the action of the judicial and executive officers of the organi¬ 
zation legally binding upon its members.” 

“Railroad companies would soon find it to their interest to 
form themselves into such associations and transact their 
business with each other upon more correct principles than 
is now the case.” 

“ When a number of such associations are formed, they 
could be united again under a central organization, and thus 
a complete representative government of the whole railroad 
system of th e country could be established, by which the 
intelligent management of this great property in the interest 
of the people, as well as the interest of its proprietors, may 
finally be secured.” 

“ A representative government or self government estab¬ 
lished under the authority of the United States over the rail¬ 
road system, upon the theory and general plan here proposed, 
seems to me the proper solution of the railroad problem in 
this country.” 

“ Direct governmental control, without governmental owner¬ 
ship, such as has been attempted in some of the Western 
States, or as was proposed by the House of Representatives 
in its last session, does not remove, but rather increases all 
the difficulties and evils of the transportation business which 
it sought to remove, and is, moreover, a direct violation of the 
property rights of the owners of the road.” 

“ The ownership of all the railroads of the country by the 
government is the only just plan by which the government 
could exercise a direct and complete control over this 
property.” 

“ This plan, however, which is now to be put into execution 
in the German Empire, is not adapted to the institutions of 
this country. Even if it were, it possesses many disadvan¬ 
tages as compared with a representative and self government.” 

“ The representative government gives full liberty of action 
in the management of the affairs of each separate road, as far 
as not in conflict with the general interest, and hence more 
regard can be paid to the development of local interests.” 

“Under a representative government each separate com¬ 
pany can exercise its full influence upon the management of 
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the whole system. The great variety of interests, frequently 
in conflict with each other, being able to exert themselves in 
their full power in this government, would make combinations 
looking toward monopoly or extortion impossible.’ 

“The principles of competition would still remain in force, 
but this competition would be regulated intelligently and in 
accordance with natural laws. Under a representative gov¬ 
ernment the property rights of the owners of the roads are 
fully respected; the federal government does not assume to 
control the property itself (as was contemplated by the 
appointment of nine commissioners, who were to determine 
what compensation the railroad companies should receive), 
but it merely prescribes regulations and the method in which 
the owners of the property shall control it in a legal manner, 
without interfering with the just right of others.” 

“This is a proper function of the government, which it not 
only may, but should exercise. 

“Under the representative government all of the advan¬ 
tages of a consolidated management may thus be secured and 
its disadvantages avoided.” 


This is an explanation of the theory and of the general 
plan upon which the present management of the tariff ques¬ 
tion, over a large section of the country, is being successfully 
conducted, and, I think, satisfactorily to the community. It 
is the only practicable and possible plan by which the rail¬ 
road problem can be solved in this country, and, to make it 
permanently successful, it requires but the sanction and the 
support of the United States Government, under such restric¬ 
tions and conditions as may be thought necessary in order to 
protect fully the public interests involved. 

It is the only plan by which the object of your bill to 
secure indiscriminating and permanent rates of transportation 
can be secured. Although differing in some essential features 
from the Clearing House plan, chartered by the government 
in England, practically the same results are attained by it. 
To show that the British government did not hesitate to assist 
the railroads in conducting their business so as to secure unity 
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of management, I will read the Act of the British Parliament, 
passed June 25, 1850, which authorized the combinations of a 
number of the railroads for the purpose of conducting their 
business as one road. 


CLEARING ACT. 

An Act for regulating legal proceedings by or against the 
Committee of Railway Companies, associated under the 
Railway Clearing System, and for other purposes, 13 and 
14 Vic., cap. xxxiii., 25th June, 1850. 

Whereas, For some time past arrangements have subsisted 
between several railway companies for the transmission, with¬ 
out interruption, of the through traffic in passengers, animals, 
minerals and goods, passing over different lines of railway for 
the purpose of affording, in respect to such passengers, an¬ 
imals, minerals and goods, the same or the like fa¬ 
cilities, as if such lines had belonged to one 
company, which arrangements are commonly known as, and 
in this act are designated as, “The Clearing System,” and 
which arrangements are conducted under the superintendence 
of a committee appointed by the Boards of Directors of such 
several railway companies, which committee is in this act de¬ 
signated, “ The Committee,” * • * * * * 

And whereas, The Clearing System has been 
productive of great convenience to the public, 
and of a considerable saving of expense in the transmission of 
passengers, animals, minerals and goods over the lines of the 
several railway companies, parties to such association; but 
considerable difficulty has been experi¬ 
enced in carrying into ef-fect the objects of 
the association, in consequence of the Com¬ 
mittee not possessing the power of prosecut¬ 
ing or defending actions or suits, or taking 
other legal proceedings: And whereas, * * 

May it therefore please Your Majesty that it may be en¬ 
acted, and be it enacted by the Queen’s Most Excellent 
Majesty, by and with advice and consent of the Lords Spiritual 
and Temporal, and Commons in this present Parliament, as- 
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sembled, and by the authority of the same ; that the several 
companies which at the time of the passing of this Act are 
parties to the clearing system, and every oilier company which 
shall in manner hereinafter mentioned, become party to the 
same, shall be subject to the provisions of this act. 

I wish to call particular attention to the parts which are 
printed in s p a c e d words. 

A similar act, almost in the same words as applied to the 
organization of the Joint Executive Committee or the Southern 
Railway and Steamship Association, would fully cover all the 
legislative action required by Congress to aid in the solution 
of the railroad problem in this country. 

Having now explained the difficulties of the transportation 
business, and shown the manner in which they may and should 
be overcome, I would be glad if the gentlemen of this com¬ 
mittee would ask me questions, so that I could see whether 
I have made myself understood, and if not, could give further 
explanations. 

Mr. O’Neil —Do I understand you that complaints from 
the people reach this committee ? 

Mr. Fink —Yes, sir; the people can appear before this com¬ 
mittee and make their complaints or requests, and this is one 
of the good features of this organization. If a shipper has a 
complaint, or desires changes in rates and classification, he 
communicates with me. I bring the matter before the com¬ 
mittee, and if there is any real ground for complaint, the evil 
is rectified. I can show you from our published proceedings, 
that we have had parties from Boston, New York, Cleveland, 
Toledo, and other points, come before us and state their com¬ 
plaints. We listen to them; consider the complaints carefully, 
and remedy them if we can. Heretofore it has been utterly 
impossible, almost, for any person making a complaint to se¬ 
cure a remedy, because there was no concerted action; there 
was no responsible party to whom to apply for redress. 

Mr. O’Neil—I did not know but this commission was sim¬ 
ply organized to prevent trouble and disputes between the 
roads themselves, but from what you now say, I understand 
that the individual shipper can reach the committee. 
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Mr. Fink —Yes, sir ; that is one of its functions, and an im¬ 
portant one. 

Mr. O’Neil—I s that fact generally known to shippers? 

Mr. Fink —Yes, sir; I think it is. We have letters almost 
every day from persons who want to have changes made in 
rates or classification. 

Mr. O’Neil —How do they take the decision of the com¬ 
mission ? 

Mr. Fink —Some of them have their requests complied 
with, and they are satisfied; others do not, and they are, of 
course not satisfied, though they certainly must he satisfied 
of one thing—that we give their complaints the fullest and 
fairest consideration. 

Mr. O’Neil —Do I understand you that any complaint of 
any magnitude from any individual would reach the commis¬ 
sion ? 

Mr. Fink —Most certainly. 

Mr. Wait —Is that the commission on which Mr. Wells and 
• Mr. Adams are ? 

Mr. Fink —Messrs. Wells and Adams are members of the 
Board of Arbitration. 

Mr. Wait —They are not a part of this commission, of which 
you are a member ? 

Mr. Fink —They are a part of the organization. My title 
is “Commissioner.” I have just read an explanation of the 
duties of the office of Commissioner or Chairman. The 
Board of Arbitration is the judicial department of this 
organization, the duties of which I have also explained. 

The Chairman —Who constitute the Board of Arbitration ? 

Mr. Fink —Mr. Charles Francis Adams, Jr., Mr. D. A. Wells 
and Mr. J. A. Wright. 

The Chairman —Do I understand you that by a voluntary 
arrangement between the officers representing different rail¬ 
roads, you form a body which you call a legislative body? 

Mr. Fink— We do not exactly call it so, but it is so in fact. 
The body is called the “Executive Committee each railroad 
company has a representative upon said committee, and they 
determine all questions in which they are jointly interested, 
and which must be determined in some proper way in order 
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to secure the proper management of the railroads represented 
on the committee. 

The Chairman —And you have provided a Board of Arbi¬ 
tration, which you call a judicial department ? 

Mr. Fink— Yes, sir : in my explanation to you it is called 
the Board of Arbitration. 

The Chairman— And then a Commissioner, who acts as 
executive ? 

Mr. Fink— Yes, sir ; that is the organization. 

The Chairman —And you propose, as the best remedy for 
the evils now existing, against the oppressions to which the 
people are subjected by the railroads, to establish this “pool¬ 
ing” system, to prevent the inequalities which grow out of a 
reduction of rates by one railroad and not not by another, 
and to give it the sanction of the law ? 

Mr. Fink —I have not said a word about “ poolingthat 
is merely a means of maintaining rates. This organization 
could and would exist just the same without any “pooling.” 
I propose to explain the pooling question more fully hereafter. 

The Chairman— Would not that pooling question come 
before your legislative body ? Would it not be brought in by 
the people who come before the committee with their com¬ 
plaints ? 

Mr. Fink —This association simply provides a method in 
which the joint business of the various roads is to be trans¬ 
acted, and by which unity .of action is to be secured, and, I 
believe, the only method in which large but separate interests 
of this nature, having such intimate relations to each other, 
can be controlled. The pooling question has nothing to do 
with this organization, as a whole. The individual members 
may or may not resort to pooling, if it be thought that there¬ 
by all motives for cutting rates, and for strife between the 
railroads can be removed. I have endeavored to show that 
such strife is inconsistent with maintaining indiscriminating 
tariff rates, and inconsistent with the object of your proposed 
legislation. 

The Chairman— If I understand you, however, the plan 
which you suggest there for the adjustment of difficulties 
arrising in relation to shipments, should be sanctioned by the 
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government, and its enforcement left to the organization 
which you have described. 

Mr. Fink—I consider that this is the only practical way 
in which the government could aid the railroads, and through 
which the evils of the transportation business could be per¬ 
manently remedied. The railroads may be able to do with¬ 
out this aid, but it will take them longer to accomplish the 
result, and they may not be able to accomplish it at all. I 
do not ask now that Congress should pass such a law, be¬ 
cause I do not believe it is in a position to pass any law un- 
derstandingly upon the subject. If your Committee had the 
time to consider the matter, or would employ experts to ex¬ 
amine into it, wdio would report to you, then you might draw 
up a law understandingly; but this you cannot do in a few 
hours, or in a week, or a month, or in the short space of time 
that your committee can possibly devote to it. But we do 
not ask any legislation at present, except such as looks to the 
collection of information, on which hereafter legislation may 
be intelligently based. 

The Chairman —I can see the wisdom of your plan, so far 
as concerns the reconciling of difficulties between different 
railroads ; but is the shipper, who has been wronged, to have 
no appeal except to the very railroads who have wronged 
him ? 

Mr. Fink —Through the proposed organization and methods 
of management, the wrong which is now being done to the 
shippers, by discriminating railroad rates, is to be avoided, 
and there is to be hereafter no more cause for complaints. The 
wrong has its origin in the want of unity of action of the sev¬ 
eral railroad companies. When you legalize this association, 
with the view of assuring this necessary co-operation of the 
railroads, you remove at once the causes of complaint. In 
order that you may be sure of this, a tribunal should be es¬ 
tablished by the government to supervise the operation of 
such associations, and to see that they are used only for the 
purpose for which they were organized, and to see that they 
accomplished that purpose. And such tribunal could, at the 
same time, also serve the purpose of adjusting any difficulties 
that may arise between the railroads and the public. 
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The Chairman — We have recognized and carefully avoided 
the difficulty and impropriety, and, in fact, the impossibility 
of members of Congress, charged with so many other duties, 
attempting to fix rates of freight. We have, therefore, at¬ 
tempted to frame the bill so as to declare four great princi¬ 
ples that do not involve the regulation of freight at all, but 
simply the very idea you have just been reading —that of 
abridging the monopoly powers of railroads. 

First . — Demanding that there shall be no discrimination in 
regard to freights. It does not take an expert, but only an 
honest man, to see that that is right. 

Secondly . — That there shall be no rebates or drawbacks. 
It needs no expert to see that this is but right and proper. 

Thirdly .—That there shall be no pooling of rates, because 
that denies to the people all the advantages that would other¬ 
wise accrue to them from competition between the roads. 

Fourthly . — Prohibiting the charging of more, in proportion, 
for a short distance than for a long distance on the same haul. 

We have endeavored to frame a bill which would avoid the 
difficulties to which you have referred ; which would secure 
incalculable benefits to the people of the country, and involve 
no injury to any company, nor embarrass the railroad com¬ 
panies in any manner in which they ought not rightfully to 
be restrained. We do not even undertake to say whether 
they shall charge high rates or low rates. We propose only 
to establish a few general rules for the guidance and control 
of railroads—not to enter into a detailed investigation of the 
subject of the regulation of freights. That question had prob¬ 
ably better be left to the railroads themselves—possibly under 
the supervision of a commission which it may be found nec¬ 
essary to establish. I mention these points, because they 
seem to me to be exactly in aid and furtherance of the plan you 
have suggested. 

Mr. Fink — I have been earnestly at work to carry out the 
object of this bill — to prevent unjust discrimination—and if 
I had the least hope that your bill would aid in accomplishing 
that purpose, it would find in me a most earnest supporter ; 
but I am sure that you cannot remove the evils of the trans¬ 
portation business in the way you propose. The trouble 
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arises from a complication of facts for which you have not 
provided. It is one thing to recognize what is right and to 
say that the right shall be done, but it is another to carry 
a principle into practical execution, in the complicated affairs 
of life. You may tell a sick person “ you must get well,” but 
that don’t cure him. You must apply the proper remedies 
that will remove the causes of the disease, in order to make 
him well. This proposed measure does not do that, and this 
is the reason that I object to it, and have endeavored to show 
why it does not reach the evil, and what is the proper and nec¬ 
essary measure that will reach it. I think I can prove to you 
the impracticability of the measure by applying it to a spe¬ 
cial case. 

Take, for example, the condition of affairs at Chicago. The 
terminal roads at that point have now agreed upon uniform 
rates of freight from Chicago to the East. They are work¬ 
ing in harmony with each other and deal fairly by the public. 

Under the operation of your bill, the Grand Trunk and 
other Canada railroads can make any rates they please 
through Canada to Montreal, Halifax, Portland, Boston and 
New York. You have no jurisdiction over that portion of 
the road which lies in Canada. 

The Canadian roads can pay rebates, pay drawbacks, make 
special and secret contracts^ and secure all the business 
which they may desire, and take it away from the American 
roads. 

You cannot justly restrict the free competition between a 
number of competing roads, unless you apply the restriction 
to all alike. In this case, you must first annex Canada, or 
build a Chinese wall upon the boundary lines, before you 
can restrict the American roads in competing with the Canada 
roads, in the usual way in which such competition is carried 
on. If you cannot bring the Canada roads within the opera¬ 
tion of your bill, correct as may be the principle embodied 
in it, you cannot accomplish its purpose, and you must do 
great injustice to the American roads. This is one of the 
difficulties of the situation which your bill does not overcome. 

If you will show me how you can carry out the provisions 
of this bill, without ruining the American railroads and build- 
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ing up their Canadian rivals, I shall be a convert to the 
measure, as it would otherwise greatly aid me in my work. 

The Chairman —It is true that we cannot affect the action 
of the roads in Canada, but we can affect commerce in the 
United States. The commerce that comes from State to State, 
the commerce that goes from the United States to a foreign 
country, or comes from a foreign country into ours, comes 
under the provisions of this bill. And right here the ques¬ 
tion arises: Can the Grand Trunk Railroad, or any other 
railroad, carry commerce so much cheaper than ours as to 
destroy the value of our roads? If we cannot carry as cheaply 
as they, and make money at it, then the people of the United 
States are in a bad condition. 

Suppose that we pass this bill; is there anything in it that 
will change the relations of the railroads in the United 
States to those in Canada? Will not the same road be open 
to them to make rates as now? 

Mr. Fink —The relations of the Canada roads to the 
American roads would be very materially changed by your 
proposed legislation in this respect: You leave the Canada 
roads free to violate the law at pleasure, and oblige the 
American roads to obey it, and thereby take away from the 
latter the usual means of self defence. The American roads 
can help themselves, as they do now, if you will not bind 
them and leave their rivals free. While you profess to be in 
favor of competition, the law which you propose to pass in¬ 
terferes with free competition. It binds one side and not 
the other. This makes all the difference in the world. 

If you were a soliciting agent in the employment of an 
American railroad, you would soon discover the change that 
your law would make in the relations of the competing roads. 

The Canada roads will probably make similar agreements 
with the American roads, as they do now, in regard to the 
joint rates of transportation. They would, no doubt, agree 
upon a joint through tariff, and publish it. 

The agents of the Canada roads would not say openly, 
“We will give you lower rates than the American roads,” 
but they could say, “ If you ship through Canada we will pay 
you a rebate.” In that way they could secure all the busi- 
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ness they want; but when the American roads, in self de¬ 
fence, follow the same practice, you propose to punish them; 
you propose to line them one thousand dollars for each 
offence, and leave the Canada roads at liberty to continue the 
same offence. You say to the American roads, after they 
discover that the Canada roads make lower rates, “You must 
wait five days before you can meet the lower rates.” After 
they have waited five days, and then publish a lower rate—as 
low as the Canada roads—the same process of underbidding 
goes on, and they have again to wait five days before they 
can put themselves upon the same footing with their rivals, 
and so on, until all their business is gone, and rates get so 
low, that by mutual agreement they are made higher again; 
and then the work of lowering, by underbidding each other, 
commences again as heretofore, and so on. 

The Chairman —Is not this very thing, of which you now 
complain—the opening of competition—in the interest of the 
American people ? Does it not secure the very competition 
which we all desire and advocate ? 

Mr. Fink —I don’t think that this is competition; at any 
rate, it is not free competition. If you w T ill keep your hands 
off, the American roads can fight it out as they have done 
heretofore. But you propose to tie the American roads, and 
leave the Canada roads free ; that is the objection to the bill. 
I am not an advocate of fighting between railroad companies, 
but if there is to be a fight, let it be a free fight. The Canada 
roads, under this law, could virtually carry all the business if 
they wanted it, and the American roads would be helpless. 

The passage of your bill would make no difference as to 
the ultimate results of the strife between the railroads ; the 
same unjust discrimination, the same fluctuation in rates, 
would still be continued thereafter. The only result of your 
proposed legislation is, that in addition to the past evils, you 
add new ones; you interfere with the free competition be¬ 
tween the American and the foreign railroads, to the injury 
of American property and the benefit of Canadian property. 
That is all you possibly can accomplish by enacting this 
bill. 

I have spoken, however, to very little purpose, if I have 
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not made it plain that the fighting between the railroad 
companies results to the injury of the people, and not to their 
benefit. 

The difficulty with your proposed measure is, that you want 
by it to keep up the fighting, and at the same time you want 
to, prevent unjust discrimination ; but this is an impossibility. 
You can have only the one or the other ; it is impossible to 
lifcfve both at the same time, and you must make up your mind 
which of the two you prefer. 

I do not propose to restrict legitimate competition; I pro¬ 
pose only to restrict the strife between the railroad com¬ 
panies, which ultimately must cripple and destroy the com¬ 
petitors, and which is carried on at the expense of the people 
at last, at the expense of the small shippers in favor of the 
large shippers ; at the expense of the local shipper in favor 
of the through shipper. I wish to restrict the so called com¬ 
petition, which is carried on secretly by the payment of re¬ 
bates, against the laws of the country, and which partakes 
more of the nature of cheating than of oj^en and legitimate 
competition. I wish to restrict the competition that is not 
based upon the laws of supply and demand, or upon natural 
laws, but which is entirely arbitrary and at the will of a 
single railroad manager, in whose power it is now to make 
and to unmake, to destroy and build up fortunes, and 
to unsettle the values of articles of commerce throughout 
the whole country. 

This is the sort of competition, if that be the proper name 
for it, which I desire to restrict, and which must be restricted 
before you can prevent unjust discrimination — before you can 
secure permanent and uniform rates of transportation—before 
you can attain the avowed object of your proposed legisla¬ 
tion. Your bill makes no provision whatsoever to stop this 
kind of competition—this strife and fighting; on the con¬ 
trary, from your remarks, it appears that you wish to encour¬ 
age it. 

Now, it is much more important that the rates should be 
steady and permanent; that merchants should be able to cal¬ 
culate, with some degree of certainty, as to what may be the 
rates of transportation at all seasons of the year, than that 
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they should be excessively low at one time and correspond¬ 
ingly high at another, and that no one at any time can know 
what they will be the next hour. 

Allow me to illustrate the operation of this so called com¬ 
petition between railroad companies, in a single instance, by 
which I may make myself perhaps better understood than by 
merely speaking of the general principles involved. For 
example, take the terminal roads in Chicago. I have already 
explained that Chicago is the regulator of the rates through¬ 
out the whole country, on account of its command of water 
transportation. The roads carrying freight from Chicago to 
the East, have now an understanding, according to which 
each one agrees to be satisfied with a certain proportion of 
the total business from Chicago, and each one jdedges itself 
not to pay rebates or secretly to lower its rates, in order to 
secure more than this agreed proportion. There is, of course, 
no objection to any one of the roads reducing its rates openly, 
if it chooses to do so—the other roads can make similar re¬ 
ductions ; but it is the agreement that these reductions, if 
any are to be made, shall not be made secretly, in order 
that one shipper or one railroad may not have an advantage 
over the other. An agreement of this nature has been incor¬ 
rectly called “pooling,” and pooling is to be pro¬ 
hibited by the Reagan Bill. But you will observe that this 
agreement is made exactly for the purpose of carrying out 
the object of the Reagan Bill, which is to prevent the pay¬ 
ment of rebates, and thereby prevent unjust discrimination. 
The true nature and object of agreements of this kind are 
little understood, otherwise it is to be supposed the prohibi¬ 
tion in the Reagan Bill of the only practical measure by 
which the object of the bill can be carried into practice, 
would not have been made. 

This inconsistency in the bill is probably due to the mis¬ 
leading word “ p o o 1 i n g,” which word being a gambling 
term, has not the least application to the process to which it 
is here applied. The legislation very likely is directed 
against the word, not against the process or the method itself, 
which has for its object the maintenance of permanent and 
uniform transportation tariffs, and is simply an agreement be- 


63 


tween the railroads to abstain from the illegal modes of de¬ 
ceiving and cheating each other, and to deal fairly and 
openly with each other and with the shippers. 

I have no doubt, when this subject is once intelligently con¬ 
sidered by the judicial tribunals of this country, the conclu¬ 
sion will be reached, that the laws of conspiracy, which some 
lawyers say apply to the so called pooling arrangements, find 
no^application, and that instead of such arrangements being 
considered against public policy, it will be decided that they 
are for the public good, and entitled to the protection of the 
law; affording, as they do, the only practical means by which 
the abuses in railroad management can be corrected. 

It is a mistaken idea that these arrangements are compacts 
for the purpose of preventing competition, and it is upon this 
erroneous view that the objections are based. These agree¬ 
ments to divide the traffic between competing roads are change¬ 
able, according to the interests of the parties to the agree¬ 
ment. If one or the other raik’oad company improves its 
facilities of transportation, or improves its connections, and 
thinks it is entitled to carry a larger share of the traffic than 
it has been allowed in a division, it calls for a revision of the 
compact, and a readjustment must be made according to the 
merits of each line. In this way the spirit of competition is 
kept alive ; each road continues to strive to secure the largest 
patronage ; but instead of doing so by paying rebates and by 
violating the laws of common carriers, it has to use open and 
legitimate means of competition to gain its end. 

The objections to the so called “pooling” process are 
therefore based upon an entire misapprehension of its nature 
and of its good effects. It possesses the great advantage 
over absolute consolidation of railroad property-—which is 
not considered illegal, nor against public policy—that it 
keeps up the spirit of competition, while at the same time it 
secures the advantage of absolute consolidation—unity of 
management. 

It was not my intention, however, to consider here the le¬ 
gal aspect of the so called pooling methods. I merely desired 
to show its effect in one particular case, at Chicago, where 
such an agreement to divide traffic between four competing 
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roacls lias now existed for some nine months, and lias worked 
satisfactorily in maintaining uniform andindiscriminating rates 
of transportation to all shippers. This agreement is now 
likely to be disturbed by the entrance of a new competitor. 
The Grand Trunk Bailway of Canada is about finishing an in¬ 
dependent line into Chicago, which gives them a continuous 
road, under one control, from Chicago to Montreal and Port¬ 
land. Under the past practice of railroad management, when¬ 
ever a new competitor shows its face, either the old roads try 
to keep it out of the business, or the new road, in order to 
advertise itself, becomes the aggressor, and makes for a time 
very low rates of transportation, which, of course, have to be 
met by the other roads. The entrance of the Baltimore and 
Ohio Bailroad into Chicago some years ago, led to a general 
railroad war throughout the whole country, and resulted in 
all the discriminating practices that gave rise to such bitter 
complaint on the part of the people. And every time a new 
railroad makes its appearance as a competitor, with estab¬ 
lished lines, similar results generally take place. Now let us 
consider whether this is really to the advantage of the peo¬ 
ple. 

The new competitor does not reduce his rates because he 
has any greater love for the people and wants to benefit them; 
the only object he has in view is to secure a foothold, and 
ultimately to get the largest proportion of the traffic at the 
highest possible rates. The only object the old competitors 
have in view, is to keep the new competitor from securing 
such foothold, and to retain as many of their old customers 
as may be possible. 

All railroad wars, oi* most of them, arise from this desire of 
eacli company to secure the largest amount of traffic, with the 
view of making the most money out of it. Now, if such wars 
could be carried on between the railroads immediately inter¬ 
ested, without affecting any other interests than their own, 
the desire of the people usually expressed in favor of this 
warring plan could be readily understood. But reflection 
should long ago have convinced at least the minds of our fore¬ 
most statesmen and legislators, that while there may be some 
imfnediate good resulting to some few parties from a sudden 


lowering of rates, and from the continuance of unreasonably 
1ow t rates during short periods of time, the final result 
of these wars is most disastrous to the best interests of the 
whole country. 

In the first place, the war in which a few railroad com¬ 
panies in Chicago may engage, necessarily spreads all over 
the country, on account of the interdependence of railroad 
tariffs, which I' have endeavored to explain, and affects the 
value of the railroad property in the whole country, or in 
large sections of the country. Innocent stockholders (and 
they are citizens of this country, entitled to protection) who 
have no direct interest whatsoever in the issue of the quarrel 
between distant roads, and who depend upon the returns from 
their property as their means of living, are deprived of their 
income. One road after another may be brought into bank¬ 
ruptcy. The wealth of the country is not increased by the 
destruction of this great property, but must necessarily be 
reduced. The many industries depending upon the prosperity 
of railroads must necessarily suffer with the railroads. The 
employees have their means of living reduced by reduction 
in their wages, sometimes to the extent that riot and blood¬ 
shed cannot be prevented. 

If the ruinous results of railroad wars had no other evil 
effect uj^on the welfare of the nation than those I have men¬ 
tioned, and they are not fancied but real, as the experience 
of the last few years has abundantly proven, the legislators of 
this country should be" opposed to these wars, and should 
devise means to prevent them. But the evils named are only 
the incidental results. The immediate results are the injuri¬ 
ous effect upon the commerce of the country, the unsettling 
of commercial values, the fluctuating and unjustly discrimin¬ 
ating rates of transportation—in fact, all the evils which you 
seek to remedy by the proposed legislation. 

Now, let us consider for what object these railroad wars 
are undertaken, in which the whole country is so injuriously 
involved. There are now four, and soon there will be five 
railroad companies terminating in Chicago, carrying freight 
to the East. The only question between these roads that 
may lead to a war of rates is, how many tons of freight shall 
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each of these railroad companies carry out of Chicago— 
whether the Michigan Central shall carry 31 per cent., the 
Lake Shore 26, the Pennsylvania 35, the Baltimore & Ohio 
8 per cent, of the total tonnage ; (these are about the propor¬ 
tions in which, for the last four or five years, the business 
has divided itself regularly, without any effort at restrictions), 
or whether each of these roads shall carry a slightly greater 
or less per centage of the whole tonnage, more or less, and 
how much each of these roads shall give up to the Grand 
Trunk when it completes its road to Chicago, are considered 
the great and momentous questions at issue. The public 
have not the least direct interest in their settlement. As 
long as a Chicago merchant can ship all his goods at reason¬ 
able rates—paying the same as other shippers do for like ser¬ 
vice—it matters not to him how many tons lie ships via one 
road or the other, provided both offer the same facilities for 
the same price ; neither does it matter to him in what pro¬ 
portion the total traffic from Chicago is forwarded by the 
several roads. 

While the people have no interest whatsoever in the issues 
involved in these private quarrels between railroad com¬ 
panies, their interests are very materially affected by the 
quarrel itself, if it should result in a war of rates. 

It is in the power of a single railroad manager, be he the 
manager of the Grand Trunk, or of any of the American 
roads, to involve, by his action, a very large part of the rail¬ 
road system of the United States in these private quarrels, 
thereby destroying the value of a large portion of the railroad 
property, unsettling the commercial value of articles of trans¬ 
portation, making all commercial transactions unsafe, or at 
least attended with great risk, and causing the ruin of private 
fortunes. 

Consider, for a moment, that there are now some twelve 
million bushels of grain stored in New York and other East¬ 
ern cities, that have paid (at the rate of 40 cents per hundred 
pounds, which has prevailed for the last few months) 24 
cents per bushel for transportation from Chicago to New 
York, and in the proportion of relative distance, from other 
Western cities to New York. 


Suppose, that by the sudden disruption of the agreement 
to maintain tariff rates, which now exists between the Chicago 
roads, in consequence of the. entrance of the Grand Trunk 
Railway as a new competitor, the rate is reduced from 40 to 
20 cents, which is not an unusual thing in cases of this kind ; 
the value of the grain held by private individuals in New 
York and the East would likely be thereby reduced, at the 
rate of 12 cents per bushel, to $1,440,000. The holders of the 
grain in the East are subjected to this great loss at any time, 
and perhaps as the result of the action of a single railroad 
manager, in contending with his competitors for the carriage 
of a few tons of freight, the whole revenue from which, for 
his own road, may perhaps be only a trifle, as compared 
with the great losses he inflicts upon the innocent people 
engaged in commercial transactions. 

It is true, that at the same time the value of grain in the 
East is reduced, its value in the West may be increased ; but 
is it right to benefit one set of people at the expense of the 
other, by the mere arbitrary ruling of one man, or a few men, 
in their selfish strife for a small amount of increased revenue 
for their roads V Under our ’present system of management 
this may be done. 

It is this peculiar feature of the railroad problem to which 
I desire to call your especial attention. The whole root of 
the evil lies in this unrestricted power in the hands of one 
man or a few men, to affect the interests of the whole people ; 
and the great difficulty of the problem is, to devise the proper 
means by which this power can be restricted, without inter¬ 
fering with the proprietary rights of each railroad company 
to make and regulate its own rates of transportation—a right 
no doubt, possessed by it within the limits prescribed by law- 

Now, the Reagan Bill makes no provision whatsoever for 
restricting this dangerous power of railroad managers, but it 
seems to be rather the intention of its author to encourage it. 

The railroad managers are taking a different view of this 
subject, and a great number of the most intelligent have 
adojffed the proper means to restrict that power. They have 
agreed to transact their business hereafter in such a manner 
as to prevent these disastrous railroad wars, by endeavoring 
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to settle all the questions that may arise in the manage¬ 
ment of the roads, which may lead to disruption, by 
negotiations and voluntary agreements; and in case such 
negotiations do not result in peace, they have agreed that 
they will submit the questions at issue to arbitration, and 
abide by the decision of the arbitrators. This is the simple 
plan, and the only correct one, by which the power of a single 
railroad manager is restricted and subjected to the just de¬ 
cision of a neutral and impartial tribunal, and the only plan 
by which the abuses of railroad property and its management 
can be prevented. 

I have already fully explained the question that will shortly 
be raised at Chicago upon the entrance of a new competitor 
in that city. It is, “ What proportion of the total business 
each of the several roads shall carry out of that city ? 

Now, instead of going through a year or two of railroad 
wars, according to the old methods that were pursued at the 
time the Baltimore & Ohio Bailroad made its entrance into 
Chicago, that question is to be directly settled between the 
railroad companies themselves. They are to decide as to the 
proper amount of business each road is to carry, considering 
its facilities, its connections and its standing in the commu¬ 
nity ; and failing to come to an agreement, they are to call 
upon the Board of Arbitration appointed for that purpose, to 
decide that question ; and this being done, it puts at once an end 
to the cause of war, and prevents all its injurious consequences. 
It can be readily demonstrated that the adoption of this 
method is both in the interests of the railroad companies and 
in the interests of the public. No matter how unjust the de¬ 
cision of the arbitrators may be—within the limits it is pos¬ 
sible for them to err—each railroad company will earn more 
money than by going to war, and the public, being secured 
in reasonable rates of transportation, will benefit by the per¬ 
manency and uniformity of rates. 

When private parties cannot agree on questions that may 
lead to dissension and quarrels, they are obliged to submit 
them to the adjudication of properly constituted courts. 
They are not allowed to involve their neighbors in their 
quarrels; they are not permitted to set their own houses on 
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lire to spite each other, and destroy the property of their 
innocent neighbors. , And why should the same restrictions 
of the law not be applied to warring railroad companies, whose 
action and whose management involves such large public 
interests, and who are really the creatures and the servants of 
the public ? 

I hope that my reasons are now better understood why I 
ask Congress to sanction, under the supervision of the general 
government, the agreements made between railroad com¬ 
panies, for the’ purpose of settling all questions that may 
lead to a war of rates and to a disturbance of the properly 
established transportation tariffs of the country. It is time 
that the antiquated notions that have taken such a strong 
hold of the legal minds of the country—that all agreements 
between railroad companies, in regard to transportation 
tariffs, are against public policy, and are in the nature of con¬ 
spiracies—should at last give way to a proper understanding 
of the true nature and objects of these agreements, and to a 
conviction of their necessity and of their highly beneficial 
results upon public welfare ; and instead of prohibiting such 
agreements—as it is intended to be done b} T the bill under 
your consideration—legal force should be given to them by 
the general government, and its power should be exercised in 
carrying out these agreements. 

This is all that is required on the part of Congress to settle 
this vexatious railroad problem. 

At present these agreements between railroad companies, 
being looked upon as of rather doubtful legality, are only 
voluntary, and cannot be enforced in law. Each of the par¬ 
ties thereto can withdraw at pleasure; and hence the people 
are liable to be treated to the same results of the old methods 
of warring between railroads, of which they so much com¬ 
plain, and from which they expect relief by the operation of 
the Reagan Bill, under the impression that that measure 
would afford the proper remedy. Unfortunately the bill, if 
enacted into a law, would leave the question exactly where 
it is now. It does not touch the evil, but only makes it 
worse. 

I have no doubt that when the people and Congress once 
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fully understand the difficulties of the problem, they will give 
their aid in the direction in which I have indicated it to be 
necessary to secure permanency to the only plan of railroad 
operation in this country under which it is possible to secure 
to the people reasonable transportation tariffs, and prevent 
unjust discrimination. 

The Chairman —I understand that the plan you have been 
describing has substantially accomplished the end of making 
the rates uniform and fair ? 

Mr. Fink —It has in the territory in which it has been put 
in operation. 

The Chairman —Have you read the report of the Philadel¬ 
phia & Reading Railroad Company that appears in the papers 
this morning ? 

Mr. Fink—I have not. 

The Chairman —Is it true that the Trunk Lines have 
been carrying petroleum at rates that barely paid for the 
fuel burned in their engines, in order to drive the other roads 
out of the business? 

Mr. Fink —They may very readily have done so. The oil 
carrying roads, unfortunately, are not operated, as regards 
the oil traffic, upon the plan I propose. The state of affairs 
to which you refer, is the result of a new competitor entering 
the field—the Philadelphia &; Reading Railroad—and fully 
illustrates the result of this sort of competition, which may 
be repeated in the case of Chicago when the Grand Trunk is 
completed. There are now no laws to prevent it. Of course, 
the Reading road will, sooner or later, make an agreement 
with the other roads, and establish uniform and paying rates. 
They very likely will enter into a pooling arrangement, and 
this might have been done as well in the beginning as at the 
end of the war. The great fluctuation in the prices of petro¬ 
leum might thereby have been avoided, as well as the losses 
on one side and the gains on the other, that were caused by 
these fluctuations. This is exactly a case in point, and I 
could not have presented a better one to show the evils of the 
old system of management, and the benefits that would re¬ 
sult from the general adoption of the plan which I have 
endeavored to explain, and which I would desire to see 
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the government legalize and enforce, under such restrictions 
as may be necessary to fully guard the interests of the 
people. 

Mr. Blanchard here made a statement in regard to the prac¬ 
tices of the Reading railroad, in regard to their tariffs on coal, 
and after her finished, the Committee adjourned. 


Friday, January 16, 1880. 

Mr. Chairman and Gentlemen of the Committee : 

I have endeavored, so far, to point out what I consider to 
be the true cause of the evils of which you complain, and to 
explain the practical measures that are necessary in order to 
remove them. I have endeavored to show that the evils of 
which you complain arise either from the intentional strife 
between the railroads, in their efforts to secure business, or 
from the want of organized co-operation and concerted and 
united action, which is absolutely necessary to establish and 
maintain a uniform and just transportation tariff for the 
whole country. 

Now, it is very important that the gentlemen of this com¬ 
mittee should satisfy themselves, if there are any doubts in 
their minds, as to whether my diagnosis of the disease is cor¬ 
rect or not. It is necessary that the true nature and causes 
of the disease should be understood, in order that you may 
be able to prescribe the proper remedy. 

I understood the honorable chairman to say, yesterday, that 
it was the intention of this bill to secure to the jDeople of the 
country indiscriminating rates, and at the same time to en¬ 
courage, or at least not to prevent, the strife between the 
railroads. The roads are to be pitted against each other, 
and, in the great trial of their relative strength, the people 
are to be benefited by securing the spoils. 

I have spoken to little purpose, gentlemen, if I have not 
shown that the very abuses which the people wish to correct 
have been the direct result of these “ battles between the 
giants ” (as they are sometimes called), in the progress of 
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which the people have been crushed under their feet; and it 
is the people who now demand that these wars shall cease, 
and peace shall reign in the future. If this bill does not 
aid in securing that peace, it lacks the essential part to 
success. 

I have endeavored to show, that th6 act of a single railroad 
manager, actuated by utterly selfish motives, can affect the 
commerce of the people of this country most injuriously—can 
make all commercial transactions uncertain—can cause dis¬ 
aster to private fortunes, and destroy a great amount of rail¬ 
road property in which the people of this country have 
invested a large portion of their means. It is this power of 
individuals, controlling the railroads, which does the mis¬ 
chief. It is this power which, if you want to protect the 
interests of the people, you must restrict and curb. I fully 
explained to you yesterday the plan upon which this can be 
done ; and it is, in my opinion, the only plan which can suc¬ 
ceed in this country. It restricts and controls the arbitrary 
and inconsiderate action of a single railroad manager, and 
obliges him to conform to the wise regulations of the asso¬ 
ciated roads. Differences of opinion, or mere misunder¬ 
standings, are no longer to be the cause of wasteful wars and 
the destruction of valuable property, to the utter disregard of 
the rights and interests of the people ; but they are questions 
to be settled by adjudication and arbitration of impartial 
men. If you wish to curb these managers—these feudal 
barons—or whatever you may please to call them, and make 
them conform to the laws of order and of civilized govern¬ 
ment, you can do it readily. All that is necessary is to make 
the decisions of the courts of arbitration binding, and enforce 
them as you enforce the decisions of other courts of law. 
This is* the proper and the only remedy—the only legislation 
that is required to protect the people, and fairly and finally 
to settle the railroad question. The government cannot be 
expected to pass laws regulating the details of railroad man¬ 
agement, any more than it can be expected to pass laws pre¬ 
scribing to the physicians specific remedies, to be used to 
cure the yellow fever or any other disease ; but the govern¬ 
ment has a right to pass laws that shall punish physicians 
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and railroad managers as well, who may be accused of mal¬ 
practice. 

Holding these views, as I do, and being so fully convinced 
by observation, reflection and experience, that they are cor¬ 
rect, I feel anxious to prove to you, before I proceed further, 
that all the abuses of railroad management of which you com¬ 
plain, arise from the strife between the railroad companies, or 
from the want of co-operation in conducting the competitive, 
or, as I may say, the interstate traffic (these two terms are in¬ 
terchangeable). If I have succeeded in proving this proposi¬ 
tion to you, I have proven that the remedies proposed by 
Ilie bill under consideration, are not only inadequate, but will 
tend to the aggravation of the evils, instead of their removal. 
Now, I will be glad to have you test the correctness of my po¬ 
sition. I would ask the gentlemen of the committee to men¬ 
tion to me any specific complaint which they may know, or 
which has been reported to any member of this committee. 
I feel sure that I can convince your committee that every just 
and well founded specific complaint, in regard to the inter¬ 
state commerce, which you intend to remove by this bill, is 
directly or indirectly traceable to the cause which I have as¬ 
signed to it, and I will prove that the proposed legislative 
remedy does not touch that cause. I would be glad to hear 
the particular complaints which you propose to remedy. If 
you are not prepared now to inform me what they are, and 
will submit them to me in writing, I will analyze each com¬ 
plaint, and test each one thoroughly. If there is not suffi¬ 
cient time for this, I will make a written report to you on all 
the complaints which you may submit. I understand that no 
complaints from outside parties are now before this commit¬ 
tee ; but that there were a number presented before the com¬ 
mittee of the Senate, at the last session of Congress. I would 
be glad to analyze these ; and I believe that I will be able to 
show that a great many have already been remedied by the 
improved management of our railroads, since the time when 
these complaints were first brought before Congress. Since 
that time there has been a great change in public opinion re¬ 
garding the railroad question. That question is now better 
understood, and the proper investigation on the part of your 
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committee, such as I propose, would tend still further to re¬ 
move the vague notions that prevail, and upon which it would 
not be prudent or wise to act. The proper settlement of the 
railroad question is second in importance to no other now be¬ 
fore Congress, and deserves a more careful investigation and 
consideration than it has received so far. 

From the remarks made by the honorable Chairman yester¬ 
day, it appears that one of the objects of the bill is to curb 
the power of monopoly of railroad companies. I am con¬ 
vinced that this measure is directed toward the removal of 
evils which really do not exist. I would be glad if your com¬ 
mittee would more closely investigate this question, and ex¬ 
amine the special facts upon which this accusation is based. 
The railroads may, to a certain extent, exercise great power 
in fixing local rates ; but even in this they are restricted. But 
in regard to interstate traffic, considered as a whole, the 
charge that the railroads are monopolies; that they could by 
single or combined efforts, extort from the people unreason¬ 
able rates of transportation, cannot be supported by facts. I 
venture to say that you have no complaint—I mean no spe¬ 
cific complaint, against extortionate rates of transportation. 
The complaints which have come before you have been in 
regard to the relative rates of transportation—the relative ad¬ 
justment of local and through rates; or in other words, the 
unjust discrimination in rates, which, as I have shown yester¬ 
day, cannot be removed, except by the co-operation of the 
railroads, in fixing and maintaining uniform tariffs through¬ 
out the whole country. 

The question as to whether railroad companies are monop¬ 
olies or not, as regards interstate traffic, is one that can be 
decided by the facts and figures on record. It is not fair, it 
is not right to take public clamor, or public prejudice, or pub¬ 
lic sentiment as the only authority. Examine the transporta¬ 
tion tariffs of the railroads of the country, and you can ascer¬ 
tain what weight should be given to these general charges. 
Examine each one of them, and point out where any monop¬ 
oly power has been exercised. A thorough examination, I 
am sure, will bring out the fact that these tariffs have been 
reasonable and just; and if the committee have any doubt on 
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this subject, it seems to me that the contemplation of the im¬ 
mense development of the country, and its great prosperity, 
which has been brought about very largely by railroad enter¬ 
prise, should remove that doubt. 

It would be very desirable if the committee would collect 
all the facts bearing upon this question ; they would show 
conclusively that the railroad companies of this country pos¬ 
sess no power to charge for their services what they please, 
but that there are conditions of limitation to which they are 
subjected, which completely, or to a very large extent, con¬ 
trol their tariffs. The railroad companies are compelled to 
study these conditions, and to conform to them. Within the 
limitations imposed by these conditions, unreasonably high 
charges of transportation are impossible. This is an impor¬ 
tant feature of railroad management, which cannot be treated 
in a way to make it clearly understood in an hour or two ; 
but before any legislation is had upon this subject, it seems 
to me that this branch of the matter should be carefully 
studied and thoroughly understood. 

If it is the object of this bill to curb the monopoly power 
of railroads, which they are supposed to possess, in extorting 
unreasonable rates of transportation, when really no such 
power exists or is exercised, it would be much better that this 
bill be not enacted into a law, since it can be shown that it 
does not reach the real causes of the evils—the unrestricted 
power of sepai^ate railroad management to disturb the best 
devised, just and reasonable tariffs of the country—and that, 
instead of removing any evils at all, its execution would only 
increase those already existing, and create others heretofore 
unknown. 

It binds our American roads hand and foot, and delivers 
them over to the tender mercies of their foreign competitors. 
It binds hand and foot those roads which are so unfortunate 
as to pass through several States, and delivers them over to 
the tender mercies of those that are, by accident, more for¬ 
tunately located entirely in one State, and exempted from the 
control of the federal government. Its effect is to undo the 
work which the railroads have done during the last twenty 
years, to carry on the commerce of this country regardless of 
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State lines. Tlie article of the constitution of the United 
States, giving the power to Congress to regulate commerce 
between the States, had for its object the obliteration of State 
lines, for the purpose of making the laws uniform throughout 
the whole width and breadth of the country. The Reagan 
Bill perverts the spirit in which this article was conceived, 
and proposes to use its authority for the purpose of again 
drawing a distinction between the commerce in one State 
and the commerce passing through a number of States; dif¬ 
ferent laws are hereafter to govern each. 

It endeavors to restrict the railroads passing through sev¬ 
eral States, and to leave free those located in one State, thereby 
creating discrimination to a greater extent than has hereto¬ 
fore existed, and at last failing to attain the object for which 
the bill is to be enacted. 

The Reagan Bill proposes to prevent unjust discrimination 
by common carriers ; and yet its provisions only apply to one 
class of common carriers—to the railroads—and not to the 
common carriers by water, who are to be left free to violate 
the laws and to practice all the abuses which it proposes to 
prohibit. It restricts and binds the railroads from meeting 
the water competition upon an equal footing ; and thus, while 
it does not prevent unjust discrimination, it creates unjust 
distinction between one class of common carriers and another, 
and restricts the free competition between these two classes 
of carriers, which is much more effectual and essential in 
securing cheap transportation to the people than any possible 
law Congress could pass. 

I know that the intention of the author and advocates of this 
bill is good. The difficulty arises simply from this : that all 
the facts bearing uj)on this important subject are not known 
to them, and I believe are not known to any of the members 
of this committee, and have as yet had no consideration what¬ 
ever. 

It is, of course, impossible for me, in the brief time allowed, 
to enter into a more thorough consideration of the subject. 

I have to apologize for having detained the committee already 
so long, and yet I have not entered at all upon the discussion 
of the particular features of this bill, but have confined my- 
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self to the general principles involved, in the hope that, by 
showing that these principles are incorrect, your valuable 
time might be saved from being occupied by the considera¬ 
tion of the details. As no structure can be permanent, no 
matter how carefully it may be designed, if it be not erected 
upon sound foundations, I have first examined the* founda¬ 
tions of this bill, and I am compelled to report that I do not 
find it based upon solid facts. If I have succeeded in con¬ 
vincing you of this, the examination of the details of the 
structure need not be further continued. If I have not, then 
I shall be glad to be informed of any doubts that you may 
entertain, feeling sure that it is only a matter of time and 
attention to have those doubts removed from your minds. 

I am free to say, that when I first appeared before this 
committee, I intended to refer only in the most general way 
to the subject under consideration, being under the impres¬ 
sion—as most railroad men are—that any opinions they may 
express upon railroad questions before legislative bodies 
would either not be understood or would not be allowed to 
have any influence upon legislation. But since I have been 
here, and witnessed the interest you have taken and the pa¬ 
tience you have exercised in listening to dry and uninteresting 
arguments, I feel convinced that I was in error, and I have, 
therefore, entered more fully into the details of the question 
than I at first proposed. The subject is one in which I take 
a great professional interest. In my position as a railroad 
manager, I became convinced of the utter helplessness of the 
railroad companies to control so important a question as the 
establishment and permanent maintenance of proper tariffs ; 
and looking at the matter at first as a mere question of rail¬ 
way management, with the view to reforms, I discovered, 
upon closer investigation of the subject, that the public were 
equally interested with the railroads in the reforms necessary 
to bring the management of this great railroad property 
under intelligent control. That property had heretofore been 
grossly abused—indeed, a considerable portion of it has been 
ruined—from the want of such control; and for the last four 
years I have devoted my time almost exclusively to carrying- 
out the measures of reform, which I have endeavored to ex- 


78 


plain to you as necessary and beneficial both to railroads and 
the public. 

It is proper for me to state, in justice to myself and all con¬ 
cerned, that I do not appear before you in the interest of any 
particular railroad or railroads. I have not exchanged a 
word with railroad managers as to their views, or as to the 
line of argument that I should pursue before this committee. 
I do not even know to what extent the general views I have 
expressed in regard to the character of legislation required 
may be endorsed by others. I express only my own individ¬ 
ual convictions. You must, therefore, not hold any railroad 
manager, nor the railroad community at large, responsible for 
anything that I have said, farther than the views expressed 
may have been put already into practical execution. 

The objects which the author of this bill had in view in 
framing it are the same that I have pursued, with a great deal 
of labor, and some sacrifice of self-interest, for several years 
past; and I would not oppose the measure if I thought that 
it would aid me in the least degree in the work which I have 
undertaken. But I sincerely believe that the enactment of 
this bill will accomplish no good, although its intentions are 
excellent; but on the contrary, it will retard, in a great meas¬ 
ure, the efforts of the railroad managers, which are now being- 
made, toward the final solution of the railroad problem in 
America. 

I hold myself in readiness to give to the committee any 
further explanation they may require. 

In conclusion, I desire to call the attention of the commit¬ 
tee to the argument which I had the honor to make before 
the Senate Committee during the last session of Congress, 
printed copies of which will be placed in your hands. I have 
endeavored to show in this argument, that the measures pro¬ 
posed to carry out the object of the Reagan Bill are entirely 
impracticable. They are based upon the supposition that 
the railroad companies could be obliged to make continuous 
shipments beyond the line of their own roads; that they 
could be obliged to act as forwarders, and to enter into part¬ 
nership with, or act as agents for, and to allow their rolling- 
stock to be used by other companies against their own free 
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will and consent. I do not know of any law in existence, nor 
does it seem to me possible that any law could be enacted, in 
this country at least—it might be done in Russia—that could 
take the control of the property of one railroad company and 
put it at the disposal of another company, without the con¬ 
sent of its owners. If Congress has such power, it has the 
power to order the national banks to loan money to parties 
Congress may designate, without the consent of the banks ; 
or to confiscate any private property at pleasure. If Con¬ 
gress has not that power, then it cannot enforce the Reagan 
Bill. The railroad companies have only to stop continuous 
shipments, to go back to the old practice and act simply as 
common carriers over their own roads, to discontinue issuing 
through bills of lading over other roads ; to discontinue the 
guaranteeing of through rates ; to insist upon keeping their 
own cars on their own roads; to deliver the goods at the end 
of their own road to the connecting carrier; to unload the 
goods at State lines or at the end of the road of each separate 
company, all of which the railroads may do if they so choose 
to do, and thereby make the Reagan Bill entirely inoperative ; 
and in that case the result would be to deprive the people of 
the transportation facilities through which so much has been 
done to develop the commerce of this country, and thereby 
obstruct commerce to such a degree that, I have little doubt, 
the people would rise up as one man and stop all further 
efforts of Congress to regulate commerce in the manner pro¬ 
posed. 

In my argument before the Senate committee, I have also 
endeavored to show that the fourth section of the bill, 
according to which it is to be unlawful to charge or receive 
any greater compensation for carrying property a shorter than 
a longer distance, is unjust and unwise, as tending to restrict 
competition between the railroads and the water routes. 

As a general rule, this principle is fully recognized and 
acted upon by railroad companies, as I have already ex¬ 
plained, and it is proper and right that it should be ; but 
there are exceptions to it, as there are to all general rules 
regulating railroad tariffs. Should it be attempted to enforce 
this rule in all cases, it would result to the injury of the pub- 
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lie, not to its benefit. For example, take tlie traffic between 
New York and New Orleans, tlie bulk of which is now carried 
by ocean steamers at very low rates ; the railroad companies 
can compete with the steamers for the higher classes of 
freight, on which the cost of insurance is considerable, and 
they derive from this business a small profit. Now, the effect 
of the proposed law is to oblige inland rail routes between 
New York and New Orleans to charge no more from New 
York to the interior points located on these routes—say to 
Atlanta or Montgomery—than the ocean steamers charge 
from New York to New Orleans. There is neither sense nor 
justice in such a demand, nor can it be enforced. The rail¬ 
road companies cannot work as cheap as ocean steamers, and 
place the interior points precisely upon the same footing as 
if they were located upon the seashore. If the attempt is 
made to force them to adopt the low rates from New York to 
New Orleans upon, the whole of their inland business, they 
simply would retire from the New Orleans traffic altogether, 
which, compared with the inland traffic, is small, both as re¬ 
gards the tonnage and the profit derived from it. The only 
result of the enactment of the Reagan bill in this case, would 
be to prevent the railroads from competing with the ocean 
steamers, and to give to the latter the monopoly of carrying 
freight between New York and New Orleans, without in any 
way restricting the railroads from charging such rates, as 
they could, to the interior points. The tendency would be 
to increase their rates on the inland freight, to compensate 
for the loss of profit on the New Orleans business. The 
ocean steamers would probably increase their rates of trans¬ 
portation to New Orleans as soon as the railroad ceased 
to compete, and the people of New Orleans would be de¬ 
prived of the facilities and convenience of railroad transpor¬ 
tation. 

This again may serve as an illustration of the difficulties 
encountered in dealing with the transportation business by 
legislative enactments, in accordance with abstract principles, 
no matter how correct and honest they may be, and how 
difficult it is for legislators, not acquainted with the commer¬ 
cial features of tlie transportation business and its practical 
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workings, to foresee tlie operation of laws based simply upon 
abstract principles. 

The Honorable Chairman said yesterday, that in framing 
the bill, he had endeavored to avoid difficulties of this nature, 
and concedes that the details of regulating freight tariffs had 
better be left to experts ; vet, notwithstanding these good 
intentions, he embodies in his bill a clause, according to 
which he proposes to give the power to the proprietors of an 
ocean steamer running between New York and New Orleans, 
to fix absolutely the tariff for the railroad companies from 
New York to interior points—Atlanta or Montgomery, for 
example—upon the same basis as if these cities were located 
upon the Atlantic coast. In case the railroad companies do 
not accept these tariffs, and they are not obliged to accept 
them, he causes competition with the water routes to cease, 
and withdraws the facilities which under the free operation 
of commercial laws the railroads are now able to offer to the 
City of New Orleans, thus obstructing commerce, with the 
honest intention merely to regulate it. 

There is another provision of the bill which is of the same 
impracticable character. The fifth section provides that all 
persons engaged in carrying property, as provided in the 
first section (persons engaged alone or associated with others 
in the transportation of property from one State to one or 
more others), shall adopt and keep posted up schedules, which 
shall plainly state : 

First —The different kinds and classes of property to be 
carried. 

Second —The different places between which such property 
shall be carried. 

Third —The rates of freight, etc. 

Now, if it be meant that the terminal railroad companies 
shall post the tariff to all points to which they now direct ship¬ 
ments over other than their own roads, it is presumed that 
Congress can force railroad companies to associate 
themselves with and to act as the agents for other roads; also 
that they can be obliged by law to act as forwarders for the 
public; a power which Congress does not possess. Should 
the railroad companies, therefore, not wish to carry out the 
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provision of this bill, they have only to cease to associate 
themselves with others in establishing tariffs, ancl to cease to 
act as agents for each other, which they now have volun¬ 
tarily undertaken to do for the convenience of the public. 

Each railroad company can only be obliged by law to pub¬ 
lish its own tariff; the enactment of this bill would likely re¬ 
sult in forcing them to fall back upon this, their legal right, 
and in that case this legislative enactment would simply have 
the effect of obstructing, not of regulating commerce, and 
the public would be the sufferers. 

Here, again, is an illustration of the fact which I have en¬ 
deavored to demonstrate, that no measure for the proper con¬ 
duct of the transportation business can be devised, that does 
not first secure the co-operation of the railroad companies 
themselves. 

Another impracticable provision of the bill is contained in 
the ninth section, according to which nothing in the act shall 
apply to the carriage of property less than an ordinary car 
load. It is difficult to perceive why this discrimination be¬ 
tween car loads and less than car loads is attempted. If un¬ 
just discrimination is to be avoided, why should it not be 
avoided upon all quantities of freight; why upon car loads 
of freight alone? Why add another unjust discrimination be¬ 
tween car loads and less than car loads to the great list of dis¬ 
criminations already in existence? Apart from the inconsist¬ 
ency in this provision of the bill, it is entirely impracticable 
to enforce it, and for this reason the whole operation of the 
bill is practically annulled. There is no fixed quantity consti¬ 
tuting a car load. A car load weight is as indefinite a meas¬ 
ure as “a handful ” or “a drop.” There may be small or large 
quantities comprehended by it. The bill does not determine 
what is a car load; it says, “an ordinary car load.” 

The maximum or minimum weight of car loads is generally 
determined by railroad -companies; but it may be different 
upon different roads, according to the capacities and construc¬ 
tion of the cars. Should it be attempted to fix by law a 
standard for a car load, say, for example, 24,000 pounds, 
nothing would be easier than to evade the law by loading, 
28,999 pounds, or any less quantity. Surely Congress has no 
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power to ask each shipper in each single instance how many 
pounds he must load in a car. 

This, again, is another instance of the impracticability of 
legislating in detail on the subject of railroad tariffs and 
transportation. I have referred to the matters more in de¬ 
tail in my argument before the Senate Committee of Com¬ 
merce, and respectfully refer the members of the committee 
to it; I have merely given here its general conclusions. 

Admitting the correctness of the views expressed by the 
Honorable Chairman—that it only requires an honest man to 
lay down the correct principles that should guide railroad 
legislation, it must be perceived from an examination of the 
practical bearings of a number of the provisions of this bill 
by which these principles are to be put into operation, that it 
is not quite so easy a matter as it may appear at first sight. 
I do not think that it is in the nature of the case that the 
tariff question can be directly controlled by any principle 
other than that already fully embodied in the common law. 

The only proper measures by which the government can 
exercise more direct control over the transportation business, 
is either by the purchase of all the railroads in the country 
or through the co-operation system, according to which the 
railroad companies co-operate with each other, and with the 
government, for the attainment of the object in view. I am 
sure that this object cannot be secured without the co-opera¬ 
tion of the railroads, nor is it likely that it can be secured 
without the aid of the government. 

I desire to have it fully understood that I do not object to 
governmental supervision of the tariff question ; on the con¬ 
trary, I think it not only desirable, but necessary; but such 
supervision must be of the proper nature to bring about the 
result for which it is undertaken. 

The railroad managers fully understand that the transpor¬ 
tation business must be conducted in accordance with the 
public interest, and they are desirous to comply with every 
reasonable demand, and will gladly give their aid in securing 
that good understanding which is so desirable. They object, 
however, to the methods proposed by legislators to control 
the railroad property as contemplated by this bill, which is 
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based upon an entire misapprehension of the nature of the 
transportation business, in ignorance of the true causes which 
lead to the evils sought to be remedied. 

It is not in the power of legislation or in the power of a 
single railroad company to remedy these evils. The causes 
are inherent in the whole system, and inseparable from the 
conduct of the transportation business by a great number of 
competing lines, as long as each is unrestricted in its action 
regarding the tariffs. These evils can, therefore, only be 
overcome by co-operation of the railroad companies, under 
the general supervision of the general government, in the 
manner in which I have explained. It is only in this direc¬ 
tion—not by direct legislation—that the railroad problem in 
this country can ever be solved. The establishment of a 
commission, with advisory power, to aid the railroads in their 
efforts to solve this question, and giving full publicity to the 
acts of the railroad companies, is the only measure that can 
wisely be adopted by the government in the present state of 
the question. 

At a future time, when such commission has gathered all 
the facts and fully investigated the subject—when the public 
is better informed—it will be time to decide whether any¬ 
thing further can be done, and what it may be best to do. 

| At the close of Mr. Fink’s argument, a discussion took place, during 
which Mr. Fink was requested, by several members of the commit¬ 
tee, to embody in his printed argument his views more particularly 
in regard to the effect of water competition upon railroad tariffs, and 
the practical effect which the clause of the bill, stipulating that the 
charges for short hauls shall not exceed those for long hauls, will 
have upon the competitive business of railroad companies, and also 
to give a fuller explanation of the pooling system. 

Instead of referring to these several subjects separately, in re¬ 
writing the argument, they have been treated of in their proper 
places, so as not to interfere with the continuity of the argument.] 
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ARGUMENT OF MR. ALBERT FINK. 


Mr. Chairman and Gentlemen of the Committee: Your committee has unde.i 
consideration a number of bills that have for their object the regulation and manage¬ 
ment of railroad companies in the interest of the people, and the remedy of abuses 
supposed to exist in the conduct of the railroad transportation business. 

The problem is one that has been repeatedly considered by Congress and State leg¬ 
islatures, and not only by the legislative bodies of this country, but those of all ci vil¬ 
ized nations; and yet up to this time little progress has been made toward its final 
solution. This fact, alone suggests the difficulties and intricacies of the questions with 
which you are to deal. 

In England a most thorough parliamentary inquiry was made some ten years ago. 
The committee having the matter in charge consisted of the foremost men of England, 
viz, Mr. Childers, Earl of Cowper, the Marquis of Salisbury, the Earl of Derby, and 
other equally promineutmen. Their report contains one thousand large printed pages. 
The conclusions, however, drawn from the testimony can be stated in a few words. 
The committee found it impossible to devise any legislation that would cure the evils 
which it sought to remedy. 

The only specific action recommended by the committee, and which was carried out 
as the result of this investigation, was the appointment of a commission with power 
to adjudicate all cases of complaint of the people against the railroads, and all ques¬ 
tions of difference between the railroad companies themselves. 

This commission, although clothed with extraordinary power, has, no doubt, done 
some good work, but it has certainly not succeeded in remedying the evils of railroad 
management of which the English people complained. 

This'is obvious from the fact that at the present time, ten years after that investi¬ 
gation, another Parliamentary committee is engaged m the same work, for the pur¬ 
pose of examining the same complaints, with the view of suggesting remedies for the 
same difficulties that existed ten years agoi 

The people,of France make the same complaints against railroad management as are 
made in England and America, notwithstanding the fact that the State reserved the 
authority to control the railroads and is practically the owner of the roads. It lyis 
guaranteed in most cases the interest on the capital invested by private companies; 
it also contributes to a sinking fund in case the private companies are unable to meet 
their obligations, by which their indebtedness is to be extinguished, at the expiration 
of one hundred years after the granting of the charter, when the railroad property be¬ 
comes absolutely the property of the State. The private companies therefore incur 
no risks in these railroad enterprises, and yet they are entitled to the surplus earnings; 
the deficit comes out of the treasury of the State. 

Under such conditions the State has the right, as it ought to have, to control almost 
absolutely the railroads in the interest of the people ; but, notwithstanding this power, 
the French.people are by no means satisfied with the management of the railroads. 
In fact, if you were to read the articles that are published in the French press, partic¬ 
ularly in the Kepublique’Frangaise, the organ of Gambetta, you could re v dily imagine 
that they were written in New York by the leaders of the present ciusade against 
American railroad man =3 j. ement. 

The same complaints on the part of the people, and the same unsuccessful efforts 
toward a remedy, have been made everywhere where there is an extended system of 
railroads , whether the property is controlled by the State, as in France and other 
European countries, or by private corporations, as in England and America. 

From these facts the conclusion may be drawn* that the evils encountered iu the 
management of this great property in this country are not the result of any greater 
wicked ness on the part of the American railroad managers, but that they are inherent 
in the system of railroad transportation itself. 

Thi s system has worked a greater revolution in our modern civilization than any 
other single event recorded in history. It could not be expected that such a revolu¬ 
tion could take place without friction. The adaptation of the new to the old, the 
abolition of the old and the substitution of the new constitutes the railroad problem 
you are expected to solve. 

The best intellects of all civilized nations where the modern transportation system 
has been introduced have grappled with this subject, but they have not thus far suc¬ 
ceeded in accomplishing the desired end. If your committee or Congress should be 
so fortunate as to be able to suggest a solution in the sense as popularly demanded, 
you would establish a claim upon the gratitude of all mankind. 

But it is hardly reasonable to expect that your committee, during the sessioiYof 
Congress, and occupied, as vou must be. with so much other important work, can ac- 
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complisli that which the united labors of the best minds of many nations have been 
unable to accomplish in the last thirty years. It is not to be expected that your com¬ 
mittee, without any previous knowledge of the subject (and I suppose that many 
members have not heretofore made any special study of it), would be prepared, upon 
so short an investigation, to recommend effective legislation upon a problem that is as 
intricate as it is important, and which certainly should not be dealt with lightly or 
superficially. 

In the short time that I am allowed to occupy your attention, I shall only attempt 
to explain the general features of the problem and its great complications and difficul¬ 
ties, simply with the view of demonstrating that the subject, is entirely too large to be 
dealt with by your committee during the short session of Congress; and the only 
recommendation I propose to make, which I shall sustain by my argument, is, that 
your committee continue its investigation after the session of Congress, or that a special 
committee be appointed for that purpose, or a permanent commission, empowered to 
thoroughly investigate the subject, and report to Congress the proper measures to be 
adopted, if any, to control the railroads of this country in the interest of the people. 

I prqpose to show that the reason why the railroad problem liars not yet been solved 
in the sense that popular sentiment demands, either in this or any other country, not¬ 
withstanding that continued efforts have been made for that purpose, is because 
many of the demands made upon the railroads by the public are so contradictory in 
their ffature that the compliance with one would necessarily exclude compliance with 
others; and yet the railroads are expected to satisfy all claims and to accomplish the 
impossible. . 

The evils of the railroad problem, for which the public demand a remedy, may be 
classified under three heads : 

First. Those that are purely of an imaginary character; these complaints arise from 
a want of knowledge of the facts, or of all the facts, in the case, together w ith a want 
of proper conception of what is just and unjust; each person determining this ques¬ 
tion simply with a view to his own personal interest, always considering that only to 
be just by which he is pecuniarily benefited. 

Second. Evils beyond the control of the rai lroad managers, but for which the railroads 
are held responsible, because the people fail to discriminate between the practicable 
and the impracticable in the management of railroads. There are many things con¬ 
nected with the affairs of life that it may be desirable to attain, but which it is 
impossible to achieve in accordance with theoretical requirements. 

Third. The evils which really exist, and for which remedies can and should be pro¬ 
vided, although this may be exceedingly difficult. 

'The first two classes of evils give rise to the majority of complaints. The last 
class is exceedingly small compared with the two first. For this reason I recommend 
that before Congress shall essay any legislation upon the railroad problem, a thorough 
understanding of it should be had, because such an understanding alone w r ould suffice 
to remedy the numerous evils composing the first, and second classes, which have 
their origin simply in a w r ant of sufficient knowledge of the subject—a knowledge 
which is also necessary for the removal of the real and third class of evils, the nature 
of which, as well as their causes and origin, must first be know n, before proper means 
for their remedy can be devised. 

In starting upon this inquiry, it is necessary first to clearly define the object you 
have in view' in legislating upon this subject. What do you wish to accomplish? 
Are there before your commitee any specific complaints aghinsttlie railroad manage¬ 
ment of the inter-State commerce which you are called upon to remedy, and w'hatare 
these specific complaints? Or, is this legislation to be undertaken dimply upon gen¬ 
eral rumor or upon the impression that prevails in the public mind that there is some¬ 
thing wrong in the management of the railroads, and that something should be done 
to correct it? 

I am not aware that there are specific charges before your committee, but if there 
are, 1 w ill be glad to consider them in detail, alter I have explained the general prin¬ 
ciples involved in the transportation problem ; for, after these are understood, it will 
be much easier to j udge of and deal with any special complaints that may bo before you. 

Mr. Reagan. That is an inquiry that has been made several times here. Now we 
have had, during the last few years, resolutions from a number of State legislatures, 
directing their Senators and Representatives to insist on legislation of this descrip¬ 
tion; we have had the resolutions of boards of trade and chambers of commerce—tho 
Board of Trade and Transportation of New York, the Grain Receivers’ Association of 
Chicago, petitions of manufacturers, petitions of agriculturists, the memorial of the 
National Grange, and of a number of State granges and subordinate granges through¬ 
out the country. In a word, I venture the statement that there have been two or three 
times as many petitions for this legislation as ever came to Congress before for any 
act of legislation. 

Mr. Fink. But have there been any specific complaints, or have they been merely 
general complaints ? 
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Mr. Reagan. Of course, people do not generally attempt, iu memorials, to set forth 
particular hills of complaint; but the fact must be familiar to you, as it is to us, that 
there are innumerable complaints constantly being made through letters to the news¬ 
papers and organizations of different kinds. 

Mr Hour. Judge Reagan, I do not know anything about the tiling of these peti¬ 
tions of which you speak, and.I want to get some information upon the subject. I 
have had the impression that the complaints had fallen off largely within the past 
two vears. Am T rioTif, n/bniit, t.hn.l. ? ' x 


t.ions c 
have 1 

two years. Ain r rignr, about tnat ? 

Mr. Reagan. You have stated that before, and yet the’ gentleman who was here 
representing the Chamber of Commerce of Dubuque recently, said that the complaints 
were, ot bate, greatly augmented. I have already stated to 'you, and I state again, that 
if you go to our files, or to the Record, you will find the evidence of the introduction 
of these petitions, both in the House and in the Senate, in great numbers all the 

Mr. Washburn. I think I can state perhaps one reason for the existence of those 
petitions, which is this. Somebody. I don’t know who, but some power, has caused 
such petitions to be drawn and distributed broadcast over the country, and people 
in many instances, have signed them without the slightest idea of what they were 
doing. Iliose^petitions have been put iu public places, such as boards of trade and 
aCGS 0t chai ^ c . fcer > and n) auy people have signed them on the general idea 
that there must be something wrong because somebody had taken the trouble to «-et 
up a petition stating that something was wrong. 

changed[ ORK 1 know tkat in m y own State the feeling on this subject has entirely 

Mr Reagan. Well, in that you do not agree with all your colleagues, nor with 
f b R a ? reat f ealm a l may state the furtlier fact that every new State con- 

bvtbeantbJri^nf tt n f ° rm i d ° T P*™ ? ast h \* undertakea to deal with this subject 
b> the authority of the people, and exercising their sovereign power. Pennsylvania 

he 1 extended S0Ur1 ’ Arkausa8 ’ Cahfornia > Georgia, all have done it, and the list might 

The Chairman. I understood Mr. Fink to say that if there were any specific com¬ 
plaints that any member of the committee desired to bring to bis attention he would 
pared V ° r t0 an8Wer tkem after ke kad finished reading the remarks which he has pre- 

Mr. Reagan. Yes; and in reference to that I want to make one more specific state¬ 
ment which he may answer if lie will. It is that in New York, where he lives they 
had an investigation last year by a legislative committee which published these five 
volumes that we have here now, filled with complaints of the terrible actions of the 
of'Kwn Stale ““ W * t wh “ ‘ 9 * * committee of thTltgUUt™ 

Mr. Fink. After I get through with my prepared remarks I think I shall be able tn 
explain those charges m a very short time indeed. I would.like to take up those 

so a ? a yze a ? d ?fi°' v y° n tkat most of them are unfounded and that 

so far as they have any foundation at all, are not within the power of the railroads to 
remedy. It is the fashion to hold the railroads responsible for everything nowadays 
and I am not at all surprised that those boards of trade have come here and complained 
ot the lailroads, because they evidently represent a class interest tint ill i ri 
nothing better than to get control of thl raiFroadfandreXceMbatt 
increase their own. The producers do not. come before you and complam tL LP 
surners do not come before you and complain ; but the merchant, who wishes to cut 
own nnik railroad8 \° * he lowest P od »t of compensation in order that he may fill his 
own pockets, comes before you and represents himself as “ the people” and nfikw bi« 
complaiuts, and, under the delusion that he does represent the ionlfi tu Z ? 
later Gen eDtlrel P m,8led - These, however, are points that I shall be glad to (leal witZ 

rutrnii^tlirough several^years, ^ithxne^bTevery^tatlun^thjs^Uirion c ^ r j®. 8 P ou ^ e,lce 
merchants, agricnltnrists, everj- class that has K*iththe S-ZI? 
aloZe ’ 4 produce “ volume of specific complaints taken from thaV source 

propose now to discuss before this committee subject that I 

<£&%£*££££**• a ‘ ,hiS tiraet0 sa 7 anything about that except 
foltows? SUgSe8ti °“ ° f * he Chai ™ an ’ Mr - Fink Proceeded with his written speech, as 

the purpose of furnishing r„a<CtM V&'gStZZZZ**** 
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business of transportation, that is to say, ti e business of a common carrier, and they 
ought, therefore, to comply with the requirements which are made upon common 
carriers. 

The common law clearly defines the duty of common carriers, and the definition is 
so simple that it leaves no room for misunderstanding, viz: 

First. These railroad companies, acting as common carriers, are to perform services 
for the people at a reasonable cost. 

Second. The charges shall be just and equitable. 

If the railroads comply with these requirements, and confine themselves strictly to 
the business of common carriers, they do all that the people can reasonably demand of 
them. No additional legislation or interference on the part of Congress or State leg-, 
slatures would be justified in that case. 

The questions, therefore, that present themselves for investigation by Congress, 
are: Have the railroad companies, as far as the interstate commerce is concerned, 
complied with these requirements? If not, in what respect have they failed, and 
what is the reason for this failure ? Is it willful neglect of their duties, or is it due to 
causes beyond the control of the individual railroad companies? If willful neglect, the 
common law should be sufficient to enforce compliance. But if these evils arise from 
causes beyond their control, and if the common law is not sufficient to protect the 
people, then new methods should be adopted which will accomplish that purpose. 

After it has been ascertained that a plan can be devised which can be carried out 
by legislative action, then the question arises whether Congress has the legal power 
to enforce it. There are a great many practical affairs of life which cannot be con¬ 
trolled directly by legislation. Should it appear that railroad management is one of 
them, the question of legislative jurisdiction need not be discussed at all. 

I shall, therefore, first, examine the subj*ect from the commercial and practical 
standpoint, and this under two heads: 

First. Have the railroad companies of this country performed transportation ser¬ 
vices for the people at reasonable cost ? 

Second. Have their charges been justly and equitably assessed upon the people? 

Judging from the bills that are under consideration, it seems to be taken for granted 
by their authors that the railroad companies have failed to comply with the require¬ 
ments of the law. These bill have for their object: 

First. To control and limit railroad transportation charges. Bill No. 3563, intro¬ 
duced by Mr. Berry, provides for a limitation of the charges to be made for carrying 
passengers; and bill No. 1433, introduced by Mr. Beltzhoover, provides for the appoint¬ 
ment of nine commissioners, who shall have the power to determine the maximum 
charges for transportation of freight. 

Second. To prevent unjust discriminations. The “ Reagan bill” and others have 
that object in view. 

I will first consider the question whether the railroad charges are reasonable. This 
question admits of a definite answer, based upon the past record of the history of rail¬ 
road management. I pi'opose to show that the complaints which are so frequently 
heard, that the railroad companies are great monopolies and extortioners, come under 
that class which I have designated as “imaginary complaints.” They have no justi¬ 
fication in fact. 

The people have generally the most extravagant notions about railroad profits. Be¬ 
cause the earnings of many roads amount to millions, and the aggregate earnings of 
allroadsto several hundred millions of dollars per annum, the impression has been 
created in the public mind that corporations which handle so much money must nec¬ 
essarily make immense profits, and be immensely rich; and this feature in railroad 
transactions is often used by demagogues to excite the envy of the ignorant and of 
the poorer classes. 

In case one of these corporations be fortunate enough to earn more than legal in¬ 
terest upon the capital invested, that corporation is made the object of attack. Some 
people of New York are constantly attackiug the New York Central Railroad, because 
it is a dividend-paying road, yet they never mention the Erie, which has not been a 
profitable investment to its stockholders ; nor do they speak of the hundreds of other 
roads which have gone into bankruptcy, and whose stockholders have lost their all. 
These people propose to cut down the profits of the successful roads, but I have never 
heard of a single instance in which they have offered assistance to bankrupt railroads; 
not even sympathy is expressed for them. The impression is thus created that all the 
railroads are great money-making institutions, possessed of great wealth, when it is 
more frequently the case that they have nothing but a great debt. 

I simply make these remarks to account for the extraordinary delusion that exists 
in the minds of a great number of people that the railroad companies of this country 
have charged more than reasonable fates for their services, when the fact is that they, 
referring to the whole system of roads, have never been paid full compensation for 
their services—they have for years performed transportation services for the people 
of this country at much less than cost. 


INTERSTATE COMMERCE. 


7 


About a year ago, it was thought expedient, by some parties in New York, to estab. 
lish what is called the “Anti-Monopoly League.” A meeting was held in Cooper In¬ 
stitute, in the city of New York, for the organization of the league. A band of music 
was provided as an attraction to induce the people to join in the movement; and not 
only that, but one of the foremost lawyers of the country, a man of national reputa¬ 
tion, was employed to address the meeting. As he mounted the rostrum—so wo were 
afterwards informed—one of the managers of the meeting placed in his hands an esti¬ 
mate of the enormous extortions made by railroad companies, from which the people 
are supposed to be suffering. These estimates were presented to the meeting, and 
showed that the sum of money extorted by certain trunk lines amounted, annually, to 
nine hundred millions of dollars. 

The published statistics, which are accessible to all inquirers, and with which all 
•intelligent men wishing to speak publicly upon the subject should be familiar, show 
that the total amount of money paid in 1880 by the people of the United States for the 
transportation of freight over 94,000 miles of road, was four hundred and sixty-seven 
millions of dollars, being only about one-half of the amount of the estimated unjust 
extortion, and that, taking in the earnings from the passenger traffic, the total gross 
earniugs of the railroad companies for freight and passenger service were six hundred 
and fifteen millions of dollars. Of these gross earnings, there were paid by the com¬ 
panies, for operating expenses, three hundred and sixty millions, leaving two hun¬ 
dred and fifty-five millions for the payment of interest upon an investment of five thou¬ 
sand millions of dollars, or five per cent, on the investment; and this was during the 
most prosperous year in the railroad record. The stockholders received about three 
per cent.; the remainder was paid to the bondholders or used to extinguish indebted¬ 
ness. The statements that the railroad companies had extorted nine hundred millions 
of dollars out of the total earnings of six hundred and fifteen millions, were heralded 
all over the country through the newspapers; and I have no doubt they were sin¬ 
cerely believed by many people who knew no better, and that they produced the 
desired effect. 

The speaker, who presented these estimates at the first anti-monopoly league meet¬ 
ing, said that he felt the blush of shame coming to his face when he thought how 
patiently the people had stood such extortion, and how little effort had been made to 
protect them against such enormous robberies! 

Now, gentlemen, it is such statements as these, emanating from such sources, and 
promulgated for the purpose of inaugurating anti-monopoly leagues, that bring to 
you the clamor for “legislative protection.” What better protection can you give 
to the people thau to expose the enormity of these falsehoods, by a full and thorough 
investigation of the subject, and by an official correction, so that the people may 
know the facts, and not attempt, by ill-advised legislation, to cure imaginary evilsV 

I have stated that the statistics for 1880 show that the railroads earned five per cent, 
on the capital invested. In former years they did not earn so much. There are some 
people who are extravagant enough to estimate that the capitalization of the railroads 
is double the real cost, and who maintain for this reason that the percentage of in¬ 
terest caunot be used as a criterion of the actual profits made by railroad companies. 
This is another of those reckless statements for which there is no foundation in 
fact. Its absurdity is apparent from the fact that the present capitalization of the 
railroads of the United States does not exceed $58,000 per mile of road. I venture to 
say that it would be impossible to reproduce at this time the railroad property of this 
country at so small a cost. We hear a great deal said about fictitious capital injected 
by the watering of stock, and about construction companies, &c., but we never hear 
a word, in the popular discussion of railroad topics, about bankrupt roads, the stock¬ 
holders of which have lost every cent invested. In the course of the last six years 
more than 20,000 miles of railroad property, costing fourteen hundred millions of dol¬ 
lars, have gone into bankruptcy. The stock in these companies amounts to nearly 
one-half of the total investment. About seven hundred millions have therefore been 
lost; or if this investment possesses any value, it is only in the future. It may be 
said that these losses are incurred by the building of many unneceasary roads; that 
the stockholders should not have built them. This may be true so far as the stock¬ 
holders are concerned, but are any of the railroads of this country unnecessary? 
Have not the people along tbes* lines of roads been immensely benefited by their con¬ 
struction at the expense of the stockholders? Are there any people who would be 
willing to have these bankrupt railroads taken up and removed? The people received 
the benefit of these investments if the stockholders did not. The investments have 
produced most excellent results, for which the people who used these roads could afford 
to pay, although they did not. I have no doubt that the reductions in the capitaliza¬ 
tion on account of bankruptcies have been much greater than the increase due to the 
watering of stock, even supposing that all the watered stock represented fictitious 
capital, and not the betterments and improvements made in the roads and paid for out 
of deferred dividends. 

A few moments’ reflection will show that $58,000 per mile is not an extravagant cost. 
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The construction of a railroad through a prairie, where it is only necessary to throw 
up the earth to form ditches on each side of the road and lay down the cross-ties and 
iron, can hardly he effected for less than $15,000 per mile. The iron superstructuer 
and cross-ties alone cost about $10,000 per mile. Roads built through easy, rolling 
country seldom cost less than $25,000 per mile. Roads on which are tunnels, deep 
cuttings and high embankments, cost from $25,000 to $300,000 per mile. Some miles 
of road cost even more; for example the road crossing the Ohio River at Louisville, 
a mile long, cost two millions of dollars, while one mile of road crossing the Missis¬ 
sippi River at St. Louis cost fourteen millions. The Hoosac Tunnel cost about three 
millions per mile. I am now speaking merely of the cost of the roadway, which is by 
no means the whole expense of railroad construction. 

The average cost of the rolling stock upon the roads of the United States is about 
$6,000 per mile; and water stations, machine shops, depot buildings, depot grounds, 
and extensive terminal facilities, make up no small proportion of the cost of railroads. 
The interest to be paid on the capital invested, during the period of construction of the 
road, and before its earning capacity commences, alone amounts frequently to from 
$4,000 to $8,000 per mile, not to speak of the loss generally incurred during the first 
years after the opening of the road. Very few new roads in this country pay any in¬ 
terest on the investment at the beginning; and at that stage the roads are really but 
half finished, and whatever net earnings there are are generally used for the com¬ 
pletion of the work. Another legitimate item in the cost of roads is the discount 
paid upon bonds. Bonds have been negotiated in this country at from fifty per cent, 
up to their par value, according to the character of the enterprise, and the probable 
risks assumed. It must be supposed that no one was willing to furnish money on 
better terms, though all the people of this country, including those who now com¬ 
plain of the railroads, had a chance to do so. On roads whose cash cost is $40,000 
per mile, and $20,000 is raised in bonds, and the bonds sold at a discount of twenty 
per cent., the cost per mile for discount alone is $5,000. 

When all these perfectly legitimate expenses are taken into consideration, the con¬ 
clusion must be reached that a capitalization of $58,000 per mile is not excessive, and 
that an interest of five per cent, upon that capital, of which only three per cent, is paid 
to the stockholders, who assume the whole risk in these enterprises, while the bond¬ 
holders drawing a higher interest are secured under the mortgages, constitutes by no 
means an excessive return on the capital. 

But suppose, even, that the present capitalization as represented in the books of the 
companies were twice as much as it ought to be, and that the railroad property of the 
country had yielded six per cent, to the stockholders instead of three per cent., would 
anybody maintain that such an interest upon such an investment, with all its uncer¬ 
tainties and risks, was unreasonable? And would the people of the United States 
rather do away with this whole railroad system than pay so small and so reasonable 
a compensation to the people whose capital created this great railroad system ? There 
are nearly as many miles of railroad in this country as in the rest of the world com¬ 
bined, and it is this vast railroad system which has made this country what it is— 
the most prosperous and rapidly growing country in the world. 

I would not hesitate to submit the question in this form to the people of the United 
States, without the least fear that they would express themselves dissatisfied with 
American railroad enterprise and management. 

To show further that people have good reason to be satisfied with the management 
of railroads, it may be well to compare the cost of constructing roads in this with 
that in other countries. 

The cost per mile of road has been: 


In Great Britain.... $200,000 

In France.. 188,000 

In Russia. a.. 135,000 

In Austria. 109,000 

In Germany. 105,000 

In Italy.,.. 100,000 

In the United States... 58, OCO 


Mr. Hour. Is that the actual cash cost ? 

Mr. Fink. These are the amounts at which the roads are capitalized, and as they 
do not water” stock there as we do here, it must be the actual cash cost. 

Mr. Washburn. Does that include the rolling stock ? 

Mr. Fink. Yes. it includes everything. 

Mr. Reagan. Does not the greater cost of railroad construction in Europe result 
largely from the cost of securing the right of way through gardens, houses, and 
valuable lauds in those densely populated countries ? 

Mr. Fink. I think that forms but a small portion of the additional cost. In this 
country the right of way costs probably $1,000 a mile, and I do not suppose that in 
Europe it would cost more than $2,000 or $3,000 a mile. In some places in England 
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the right of way would be, of course, very expensive, and that probably accounts for 
a portion of the greater cost of railroad construction in England, but I thiuk the dif¬ 
ference between the cost in Europe generally and the cost in this country can he ex¬ 
plained in other ways. The railroad structures in Europe are much more expensive 
than ours, and then there has undoubtedly been a great deal of money spent un¬ 
necessarily as we would consider it here. 

Mr. Reagan. I asked that question because some of the public writers upon this 
subject say that that is one element of the increased cost of railroad construction in 
Europe. 

Mr. h ink. Of course the right of way costs more in Europe than it does here, but 
after all I think that constitutes only comparatively a small portion of the whole 
cost of railroad construction. 1 do not think it can cost more than #2,000 or #3,000 a 
mile at the utmost. ’ ’ 

., T . he 1 comparison is the more favorable to American enterprise, when you consider 
that labor and material used in the construction of railroads in Europe are much 
cheaper, at least thirty per cent., than in this country. The railroad companies of 
ton n^!, e< \ St i ateS i aie u°r bythe authority of Congress to pay a tax of #27 per 

ton upon steel rails, while English and Continental railroad constructors are able 1 to 

a ®a a rmn? It® 8 tban the mere duty imposed upon American railroads, 
cost of r?|ht d of way °° t0 th ° C ° 8t peT mile ofroad ’ wl,ich would offset any increased 
The statements i make are all matters of record, and thev should be thoroughly in- 
y ° Ur co ™ mittee > iu ccder that it may satisfy itself and Congress of the 
fact that the compensation received by the railroad companies of this country is not 
oldy uot excessive, but is less than the cost of the service rendered by them. 

1 nnt° V i e tliatt . he charges made by American railreads are reasonable, let us 

to the Venule fT« C08 Ji at Wh - Cb tbe f rvi( L es of the railroad companies are rendered 
PhtlTS Upon the grain moved to the seaboard, the railroad companies east of 
vea?s S 0 fi^ ofAl n f the ^ }? 80 ’ ^ rates were higher than in the previous 

* w * 1 ? F e l m v e ‘ To a8818t m forming a clearer conception of what 
that means, and to illustrate the extreme cheapness of the transportation charges as¬ 
suming the distance from the Capitol to the White House to be a mile, which I sup- 
? ear i ly th i 6 C cT Ct di8tance ’ then the ^ilroad companies carry, at the rates 
for J d ’cln U t b nr re I S of , flour > <constituting a ton, from the Capitol to the White House, 

+ or . seventeen parrels for one cent, (Last summer, during the war of 

rates that service was performed at the rate of >Ar part of a cent, or fift'y barrels for 
fhe are moved >i annually, 7,000,000 tons of the products of the West to 

the seaboard at these rates. 1 et there are people in this country who complain of the 
excessive transportation charges on interstate commerce, and they think it necessary 
tbat C ° D SF ess should pass a law still farther limiting these charges * Y 

li(l K t^mson, in his admirable article upon the “ Railroad and the Farmer,” pub- 
*5, Journal °* tlle Agricultural Association, computes that a laborer in New 
England can pay the-transportation charges upon all the provisions from Chicago 
that he consumes in a year by one day’s labor! Still, you read in the newsplpefs 
m feu 8 made by fbe leaders ot anti-monopoly leagues, iu which these laborers 

rouonabif^r^xr' 1 of the eno,mo,,s ^*>«» »»- 

+ 8a “ e ai ^l e ? Ir ;i ( tkins °n 8hows ^at file reductions in railroad charges which 
took place from 18/3 to 18/9 were equal to the reduction of the public debt during the 
7iw 18 stat ® ment based upon the estimates furnished by Henry V Poor 
in the Railroad Manual for 1880, in which Mr. Poor says that, had the rates of 1873 been 
continuously charged to 1879, the additional sum collected by the railroad would have 
amounted to 922,000,000 of dollars more than they did collect inrt EI ? h 

thtt C ne h riod be f n + ?ained ^T the publi V“ operation oftlie’ra“ alone^during 
IpfnVrl +i° f ” e ' II ! n ° otber branch of commerce,” Mr. Poor adds “can anv 
w, F hk ® thls savu, g be shown. It is the result of intelligence, skill, and in^ennitv’ 
left free to work out the best possible results, unhampered bv other leoiuint^ ’ 

that of their own officers co„,/„si„ g a 

A comparison with railroad charges the results of railroad management in other 
countries must reflect the greatest credit upon the projectors builder? 1 

of American railroads, and upon the American people In France " ia,,a « ers 

pent regulates the railroads-br tries to reguffiLm-from th; rime oJ th ^° Veni - 
inception, the average cost of moving a ton of freight per mile in the l n «t theU Very 
1.66 cents ; while in the State of New York it was 0 9 of a cent ne ’tln r yea l N 
the same charges had been made in the State of New York as inVran^eth^Y "% ? 
railroads would have collected 60,000 000 dollars mnre * ranc ®> the New \ork 

a country in which the railroads should he operTt'd much cleaner IU 
average charge for moving a ton of freight, pei mile, is 1 5 cents P h W ’ the 
I do not wish to weary your committee with utufo * 
whenever you desire to inquire further into these matters I ha™ "aid'enongh'o^s- 
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tablisli beyond controversy the fact that the American people are better served as re¬ 
gards cheapness of railroad transportation than any other nation in the world, and 
that those who charge that the American railroads are extortionists, are either utterly 
ignorant of the facts, or are guilty of intentional misrepresentation. 

No legislation is needed, either by Congress or by the States, for the protection of the 
American people against the extortions of railroad companies. The conditions under 
which the railroad companies have to carry on their business aud regulate their 
charges is protection enough; but if in some instances this should uot be the case the 
common law is quite sufficient to enforce reasonable rates. 

For these reasons the bills, No. 3,563, and No. 1,433, should not be recommended by 
your committee to the House, to be enacted into laws. 

I propose now to consider the second demand which is made upon the railroad com¬ 
panies as common carriers, viz, that the transportation charges shall be just and equi¬ 
table, which means that they shall be assessed upon the people as nearly as practica¬ 
ble in accordance with the value of the service rendered. 

This condition, I am free to say, is not always complied with, and many of the.com- 
plaints made by the people on this account are well founded; but, at the same time, 
I propose to make clear the fact that this is not always the fault of the railroads, but 
is more often due to the nature of the transportation business, and to th% peculiar 
conditions under which it has to be conducted, and over which the railroad compa¬ 
nies, each acting for itself, have no control. 

Several bills are under your consideration, having for their object the prevention of 
uujust discrimination; if those bills would accomplish that purpose they should be 
enacted into laws. Would these laws accomplish their intended purpose ? This is 
the question before your committee, and in endeavoring to answer it we enter upon 
the most intricate part of the railroad problem. 

The “ Reagan bill” demands that there shall be no more unjust discrimination. All 
parties, including even the railroad companies, agree upon this as the correct guiding 
principle. The difficulty is to give practical effect to this principle : and the first ob¬ 
stacle that we encounter in our efforts to do so, is, to know exactly what is unjust dis¬ 
crimination. There is a great difference of opinion upon this subject, as it might be 
expected there would be. Each person advocates as just, the application of that prin¬ 
ciple which is best suited to his interests, and wants it laid down as the general rule 
for the management of railroads. 

The present controversy between the three seaboard cities, New York, Philadelphia, 
and Baltimore, as regards the relative, rates that should be charged by the railroad 
companies to these cities from western points, affords another good illustration of the 
truth of the above assertion, and is only one of the many cases that can be cited of the 
contradictory demands made upon the railroad companies, and of the impossibility 
of compliance. 

The people of Baltimore and Philadelphia claim that the rates from Chicago and 
other points in the West to these cities shall be made upon a “ mileac/e basis ”; that is 
to say, the shorter the distance the lower the rate; the distance from common points 
in the West to Philadelphia and Baltimore being shorter than to New York, the appli¬ 
cation of the mileage basis would secure to Baltimore and Philadelphia great ad¬ 
vantages over New York. Hence their advocacy of this principle. 

The people of New York consider as correct the principle that railroad tariffs should 
be based upon the 11 cost of service .” This means that the railroad companies may 
charge what it costs them to do the work, with a reasonable percentage upon the in¬ 
vestment ; it is generally conceded from six to ten per cent, on the capital would be a 
fair interest. The advocacy of this principle is based upon the presumption that the 
New York Central Railroad can be operated more cheaply than any other, although it 
is longer, and that freight can be carried to New York at less costfrom the same poiuts 
in the West than it can be carried to Philadelphia and Baltimore. Hence, that prin¬ 
ciple which gives to New York the advantage over the other cities is, to New York 
people, tiie correct principle; the advantages in point of distance which Baltimore 
and Philadelphia claim are not for a moment to be considered. 

The doctrine that the principle of cost forms the proper foundation for railroad 
tariffs is advocated with great spirit by the board of trade aud transportation and 
the chamber of commerce, as well as by the anti-monopoly league. In fact, the 
anti-monopoly league was specially organized for the purpose of carrying this doc¬ 
trine into effect. To those who are acquainted with the facts it is rather amusing to 
see how self-interest perverts judgment. The railroad companies would be exceedingly 
glad if they could receive full cost for their services. I have already shown that they 
never have received the full cost for their services. But this rule, laid down by the 
gentlemen of New York who appeared before your , committee, is, of course, only to 
apply in the case when it works in their favor, when a railroad is supposed to earn 
more money than is considered to be the exact cost, as iu the case of the New York Cen¬ 
tral Railroad. They have no idea of making up the losses of those roads where the 
compensation received is less than “cost of service.” Neither is the rule to apply 
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•when it can be shown, as it can, that according to the “ cost principle” Baltimore 
and Philadelphia would be entitled to lower rates than New York. In short, this 
principle is good only so long as it works iu favor of its advocates. Hence, as soon 
as it fails to operate favorably, some other principle must be resorted to. And so we 
find in this case that the same parties who advocate the cost principle also contend 
that cost, or distance, which really means cost, at least in this case, should have noth¬ 
ing to do with the making of railroad tariffs, and that notwithstanding Baltimore and 
Philadelphia are nearer to the Western market, and freight can be carried to those 
cities cheaper than to New York, the transportation rates must be made the same to 
all these cities; if any differences are to be allowed, they must be made in favor of New 
York. 

Now, how is it possible for the railroad companies to comply with all these demands, 
even if they were united among themselves, which is far from being the case? The 
contradictory nature of these claims is further shown by the fact that the same parties 
who ask you to pass laws to stop unjust discriminations, also advocate that the New 
York roads should continue the war of rates, which is the very source of unjust dis¬ 
crimination, until the advantages which are claimed for New York have thereby been 
secured. 


If the millers at Rochester have to pay higher rates from Rochester to New York 
than the millers at Chicago and Milwaukee, it is because the railroads are at war 
instead of co-operating with each other for the maintenance of just and equitable 
tariffs. 

Yet these people ask for war to gain their object—that which they conceive to be 
right; and when there is war, with all its injurious consequences, they complain that 
they cannot enjoy all the blessings of peace. Of course all these absurd contradictory 
demands arise from a want of a full understanding of a complicated subject, and from 
the natural tendency of the human mind to be guided by motives of self-interest. 

I am free to admit that the railroads are unable to satisfy claims of this nature. The 
gentlemen from New ^ork, who came before your committee and presented their griev¬ 
ances, suggested no practical means for the remedy of these difficulties. They are 
willing to leave the settlement of the whole question to yon. I hope you will be more 
successful than the railroad companies have beeD, in satisfying all their contradictory 
demands. I am certain, however, that the measures which are now under your con¬ 
sideration are utterly inadequate to cope with this intricate and complicated problem. 

I have examined in vain the “ Reagan bill” and the others having similar import, to 
see whether they provide for practical measures that would be likely to prevent unjust 
discriminations, in the hope that the railroad companies might be assisted in their 
efforts to deal justly with the people, which they have every desire to do. But these 
bills are entirely silent upon such important questions as those that have arisen be¬ 
tween the trunk lines, and between the commercial communities. No principles are 
established, no means are provided for the settlement of those difficulties. No attempt 
is made to get at the root of the evil, and to provide for an intelligent and proper set¬ 
tlement of questions of this nature. Therefore, the bill, if enacted into a law, would 
leave the railroad question just where it now stands; it only deals with surface indi¬ 
cations, and simply demauds that there shall be no unjust discriminations. It proposes 
that which is desirable, but fails to provide for practical means by which the desirable 
end can be realized. 


I beg to make part of this argument a report which I have made upon the question 
at issue between the seaboard cities and between the trunk roads, merely to show the 
great complications of such question, which lead to railroad wars and unjust discrim¬ 
inations, and for which the “Reagan bill” provides no solution. 

Legislation of the nature proposed will only encumber the statute books; but it is 
useless for any other purpose; worse than useless, because it adds to the already great 
complications of this problem. 

Only in two instances does the “Reagan bill” endeavor to clearly define what is 
meant by unjust discrimination. I refer to that provision of the bill according to 
which the railroads must perform like service for like charges; i. e., they must carrv 
the same quantity and class of freight between the same points at the same rate 

Now, as a general rule, this principle is perfectly just, and should be applied in 
many cases, but in as many other cases it would work the greatest mischief and an 
injustice to the best interests of the people. It would prevent that competition be¬ 
tween the railroads and between the markets of th6 country that is thought so neces¬ 
sary and desirable, and is considered the very life of trade and commerce. 

I will explain one case, which will illustrate thousands of others, that occur in the 
daily practice of railroad management. 

Only a few days ago I received a communication from a firm in New York laraelv 
engaged m the stave and cooperage business, representing that they are making efforts 
to extend their business to Europe, ami to place these products in the English markets 
in competition with those now brought to England from Norway. This firm a pubes 

to the railroad companies for lower transportation rates than are at present charged 

upon those articles when carried to New York for domestic consumption. The present 
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rates to New York are perfectly satisfactory to them, and to the trade genera , 
they on gilt to be, beiug but six-tenths of a cent per ton per mile— not mum 
than the actual cash cost of the service—but it is alleged that without fui ther _ 
tion it would be impossible to compete in the English market with the N ^ - 

* In order to encourage industry and commerce, and enable the people of 
enter into competition in foreign markets, the railroad companies might he perie y 
willing to carry such freight destined for export at still lower rates or even at rhe net 
cost, without profit. They frequently do so to meet home, competition ir‘ n,« 

kets, or to aid in the development of the country. But it would be impossi 
railroad companies to carry the whole ot their business at such !ow lates, or ar rue 
mere •cash cost, leaving nothing for profit or interest on capital invest®c. Untor th e 
“ Reagan bill,” which Congress is called upon to make the law of the l^^ therail 
road companies are to be prohibited from exercising any discretion m cases of this 
kind * they are to charge as much for the export as for the domestic business ^ 

service the same ^thereby prohibiting the railroads from giving to the commerce 
of this country that aid which otherwise they would be able to otter, and tnus pre 
venting the building up of new industries that might result to the great advantage of 

^Mr^REAGAN. 11 If'itifTa shipment abroad then it comes under the operation of the 

bill and is not to be classed as local freight. ...... , . _ * 

Mr Fink. I understood from your explanation yesterday that the bill was designed 
to ©Derate in this way : You would establish, for instance, a rate lor staves from Buf¬ 
falo New York, and that rate would be the rate for every man who shipped staves 
over thatToad, no matter where the property came from or where it went. Am I cor- 

^mTreaGan. No. If it is shipped from New York to a foreign country it becomes 
• interstate commerce and is not controlled by State rates. If it starts and.endsin 
New York, then it is subject only to the law of New York on that subject, but if it. 
starts in New York and ends in a foreign country, or if it starts m a foreign country 
or in another State and ends in New York, then it comes under the operation of this 

bl M r Fink Suppose staves are shipped from Cliicago to New York, passing over the 
Erie Railway, that road has to charge a certain rate for transporting that property, 
no matter whether the property comes from Chicago, Indianapolis, or any ot ^er point, 
and that is to be the rate for all the staves that pass over that road. Is not that the 

Ul Mr Reagan. What I have said all the time is that, whenever the freight starts m 
one State and goes to another State or to a foreign country, or the reverse, no matter 
how many roads it passes over, or whether it is transported partly by land and partly 
by water) it comes under the operation of this bill. 

Mr. Fink. I understand that, but that is not the point I make. 

Air Reagan I understood you to make the point that this freight which a on de¬ 
sired to send abroad could not be shipped abroad, because it would come m competi- 

tl0 Mr W FiNK° C No fl - e that is not the point. I understand that you propose to make it 
obligatory on the Erie Railroad, when it carries staves at all from Buffalo to New 
York to carry them for every man who comes along at the same rate, no matter where 
it comes from—the same quantity of the same kind of freight tor the same price; and 
T sav that under a law based upon that principle it would be utterly impossible for 
the railroads to exercise any discretion in making a lower rate on freight intended 
for export. Is not that a correct statement of the purpose of your bill ? 

Mr. Reagan. I think so. 

Mr. Fink. That is the point I make. 

Now it is true that it costs just as much to transport these articles from Chicago to 
New York whether intended for domestic use or tor export. It is exactly the same 
service, and hence, if the “Reagan bill” becomes a law, the application of the firm 
I have alluded to for aid in building up an export trade must be refused. I know 
that the author of the “Reagan bill” did not intend that this measure should have 
that effect- but he is not acquainted with the practical operation of railroads, with 
the Questions that come up before railroad managers every day, which have to be dealt 
with upon commercial principles, and he therefore condemns as unjust discriminations 
acts that are justified by every consideration of public interest. 

Wherein does tlie injustice consist if the railroad companies carry freight intended 
for exnort to New York at lower rates than if intended for domestic consumption, as 
long as the charges for the latter are reasonable? It is certainly not unjust to the 
people in the West to create for them a market for their products It certainly is not 
unjust to the merchants of this country who derive some profit from this trade. It 
certainly is not unjust to the American people that the English people should contri¬ 
bute to the wealth of this country by the purchase of its products. It certainly is not 
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unjust to the railroad companies that they should increase their business, even at a 
small profit. It certainly is not unjust to the domestic consumer of the article in New 
York, who pays a higher price of transportation for it than the exporter: because, 
'whether the railroad companies do or do not engage in the export business, the rates 
of transportation to the domestic consumer, reasonable as they are, remain unchanged. 

If the feeliugs of the domestic consumer are hurt because the exporter gets lower 
rates of transportation, he can console himself by the reflection that the foreign con¬ 
sumer has to pay the ocean freight in addition to the inland freight, making the total 
cost to him much higher than to the American consumer. To carry the same class of 
freight for the exporter tipr less condensation than for the domestic consumer, is there¬ 
fore not unjust, because it is beneficial to all engaged in this transaction; it hurts no 
one—the only disadvantage is to the foreign competitors—in this case to the people 
in Norway. Is it the duty of Congress to protect foreign nations against American 
competition by the passage of such bills'as the “Reagan bill”? 

The case I have above cited is only one of thousands that daily occur in this and 
other countries ; and it is because the railroad managers are acting in the interest of 
commerce—no doubt from motives of self-interest—and are adopting the practical and 
proper plan in the management of this property, that you hear so much complaint 
against them. Three-fourths of the complaints against railroads arise not from the 
fact that railroad companies make unjust discrimination, but that the people who find 
fault with the railroads have no clear conception of what really is just or unjust dis¬ 
crimination. They judge the case simply from the standpoint of individual interest, 
and from a surface view of it, without considering all the facts that have a bearing 
upon ir. 

I will mention one more instance to show the practical working of that provision of . 
the “ Reagan bill,” by which the railroads will be required under all circumstances to 
make the same charges for like services—a provision that would destroy competition 
between transportation lines, as well as between markets. Inatrain that leaves Buffalo 
for New l r ork over the Erie Railroad, with thirty cars loaded with grain, there may 
not be two cars which pay to that road the same rate per unit of weight. The rates 
would be higher on a car-load of grain coming from Chicago than upon one coming 
from Cincinnati, because Cincinnati has shorter routes to New York; the Erie road 
being the longer line it must charge less per ton per mile, in order to compete with 
the shorter lines. To force the Erie road to charge the same rate on all freight, no 
matter where it comes from, would exclude it from competition at all points to which 
it forms the longest route. Under the “ Reagan bill” the Erie road would be so ex¬ 
cluded. At the same time, the New York Central and Pennsylvania Railroads, which 
are entirely located in one State, and which are not subject to the provisions of the 
“Reagan bill,” would carry the business which is to be taken away by an act of 
Congress from the Eric Railroad, thus creating the worst form of unjust discrimination 
between competing railroads, and prohibiting free competition. 

It is true that an attempt was made to enforce the same rule embodied in the “ Reagan 
bill” upon the New York Central Railroad. That road was to carry all freight of the 
same character and weight from Buffalo to New York at the same rate, and was also 
to be excluded from competition with its rivals. This proposed legislation was the 
result of a seven months’ investigation by a committee of the New York assembly 
•into the abuses of railioad management, and was, no doubt, considered a panacea for 
all railroad evils. Fortunately, when the bill was presented to the legislature, that 
body had the good sense to refuse to pass it. 

Mr. Reagan. The case that Mr. Blanchard made and that you have made depends 
upon your power to violate the law, and not to obey it. 

Mr. Fink. Is not the provision absolute in the bill? 

Mr. Rkagax. You argue upon the assumption that freight becomes State freight by 
going over a State road. 

Mr. Fink. No, I exclude all that from consideration. I am not supposing any violation 
o the law. Iam taking the direct construction ol your bill, and I say that it requires, 
as I understood you to admit awhile ago, that the same kind and amount of freight 
shall pay the same rate between the same points, no matter where it comes from or 
where it goes to. For example, the Erie Railway has a fixed rate for grain, say, 15 
cents; the Lake Shore lias another, say, 15 cents; that, makes 30 cents: then the 
•Chicago and Alton, running from Chicago to Saint Louis, has another, say, 10 cents; 
that makes 40 cents. Now, when the Erie railroad wants to get any business, say, 
from Indianapolis or Cincinnati, it must also charge 15 cents on that business, while 
the Pennsylvania, road or the Baltimore and Ohio, which have the shortest lines, 
will have the lowest from Cincinuati, so that the Erie cannot compete with them at 
all at that point, because the system of road that runs on the longest line, having fixed 
rates established and being bound to adhere to them, must necessarily have a higher 
through rate than the shorter lines. 

Mr. Reagan. You said awhile ago, if I understood vour idea, that rates may be 
made for gram, for example, from any point from New Orleans to New York_' 
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Mr. Fink [interrupting]. No grain comes from New Orleans. But take cotton. 

Mr. Reagan. Suppose a carload of freight to come over thePennsylvania Railroad. 
If this hill were a la w it would require that road to fix the rate over any of its ter¬ 
minal branches from one end to the other; each terminal branch would have its sepa¬ 
rate rate. 

Mr. Fink. I understand the Pennsylvania road, for instance, would have a fixed 
rate from Pittsburgh to Philadelphia. 

Mr. Reagan. But that provision applies only to each road and its connections—the 
roads operated by it. 

Mr. Fink. I understand it so. That is, every road in the.country is to have a fixed 
rate for each class of business; is that the idea ? 

Mr. Reagan. That is what the bill proposes. 

Mr. Fink. I understand it so from your explanations made here. I confess I cer¬ 
tainly did not understand it so before, because it never occurred to me that such an 
idea could be entertained seriously for a moment. 

Mr. Reagan. For example, if you want to bring freight from Saint Paul to New 
York, and if i here is no existing road with continuous connections operated by it from 
Saint Paul to New York, then you will have to start that freight ou a road with con¬ 
nections to Chicago, and the rate on that road from Saint Paul to Chicago would be 
fixed. Then at Chicago, if there was any road extending to New York, or having a 
continuous connection to New York, it would have to fix the rate for the rest of the 
way. • 

Mr. Fink. I understand. Let us consider now what would be the effect of any such 
plan as that of having the rate fixed upon each road. There are about fifty different 
combinations of roads between Chicago and the Eastern cities and about one hundred 
between Saint Louis and the East. The roads forming these combinations are of differ¬ 
ent lengths, and would have different rates so that there would be fifty different 
through rates out of Chicago and one hundred out of Saint Louis, and, of course, 
one of these rates must be the lowest, unless it should happen by accident that two 
or three roads fixed the same rates. The result would be, therefore, that instead of 
these hundred combinations participating, as they now do, iu the freight business of 
Saint Louis, you would have one road to carry all the business until that road is 
filled up so that it could not carry any more, then the second lowest would come in 
and take the business until it filled up, and so on. 

Mr. Reagan. No, the roads would be free to compete just as they are now. 

Mr. Fink. But, of course, no shipper would ship over any but the lowest line so 
long as it could take his business, and the sum of all the rates of the several links in a 
line or the through rates is thus fixed, and is different on each of the hundred routes. 

Mr. Reagan. But we do not, under tjiis bill, propose to compare the rates on one 
road with the rates on any other road. As I understand your idea, it is that one road 
may charge less than the others, and, therefore, may get all the freight. 

Mr. Fink. And that, as you propose to regulate the matter, one of the roads must 
necessarily have a lower rate than the others ’! 

Mr. Reagan. Your point is that one of the roads may fix a lower rate than the 
others. 

Mr. Fink. No ; my point is that you propose, in effect, to fix a lower rate for one 
road and higher rates for. the other roads, while competition can be carried on only 
when the roads are free to make the same rates. 

Mr. Reagan. If this bill were a law it would still be true, as it is now, that the 
roads could make tlieir own rates and might make competing rates if they chose. 

Mr. Fink. No, I thiuk not. The question of competition is entirely shut outuuder 
the law you propose. 

Mr. Reagan. How can that be ? . 

Mr. Fink. Because, if a certain lino of road had a rate five cents less than the other 
roads, of course nobody would ship by the others while lie could ship at that lower 
rate. 

Mr. Reagan. That difficulty exists now ; it is the same now. 

Mr. Fink. No, it is not the same now, because, now, if one road cuts rates the 
others cut rates. And that s*liows the foolislmesss of this cutting of rates, because 
when one does it, the other must do it in order to get any business. 

Mr. Reagan. I have thought that one of the virtues of this bill was that it would 
prevent these wars of rates. 

Mr. Fink. Yes, that undoubtedly was your intention. 

Mr. Reagan. If your.point is that this bill allows competition between competing 
points- 

Mr. Fink. Oh, no. My point is that it prohibits competition. 

Mr. Reagan. It does not. How does it? Each road regulates its own rate. 

Mr. Fink. As I have said, there are some fifty combinations of roads between Chi¬ 
cago and seaboard cities, and one hundred combinations from Saint Louis, and the 
effect of this on those lines will be- 
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Mr. Reagan. But I have just explained that this hill does not operate on a number 
of roads together, but oply on each road separately. 

Mr. Fink. No, it operates upon all the roads from Saint Louis to New fork. 

Mr. Reagan. It does if they are all in one connection. 

Mr. Fink. If they are all in one connection, and I say there are about a hundred 
combinations, formed by different roads. 

Mr. Reagan. Suppose the Baltimore and Ohio, or the Pennsylvania and the Erie 
have through connections which they control from Saint Louis to New \ork. Under 
this bill each road fixes its own rates for through freight, and all the bill provides is 
that no road shall charge for transportation over a portion of that line a higher rate 
than it charges between the terminal points, but the roads can compete precisely as 
they do now for all through freights. 

Mr. Fink. I think I can convince you that you are wrong about that. Here [indi¬ 
cating a point upon paper] is New York, and here [indicating another] is Saint. Louis, 
and between these two points you have, say, a hundred and fifty combinations of 
roads of different lengths. Now, you say to the Erie Railroad that it is to carry grain 
for a given rate (whatever rate may be fixed, say 15 cents a hundred), no matter 
where that grain comes from or where it goes to. Of course, the Atlantic and Great 
Western and all the other connecting roads have to carry it also at some fixed rate, 
whatever that rate may be. Each road has to fix its rate and then it must charge 
the same rate for the same kind of freight, no matter where the business comes from 
or where it goes to. Now, when yon want to find out what is the rate from any one 
shipping point by the various routes, you must add together the fixed rates ot each 
link in the route, and you will find that the total through rate from the same point 
will be different by each route. 

Mr. Reagan. I think I understand you. 

Mr. Fink. Now, suppose one of these roads charges 35 cents and another 30, and 
another 27, of course all the freight will be shipped from Chicago and Saint Louis by 
the road with the lowest rate, and the other roads, although they have worked for 
years this business, will be excluded entirely from it until the road with the lowest 
rate is tilled up so that it can take no more ; then the next lowest will get the busi¬ 
ness, and so on. 

Mr. Reagan. You put a hypothetical case, but I will meet you on it. Here are 
three roads extending from Saint Louis to New York, each being operated by one 
company, fixing its own rates, and they are competing roads. 

Mr. Fink. I beg your pardon, but there is where you are mistaken. They cannot 
fix their own rates, these roads are not operated by one company, each road in the 
hue must fix its own rate, and the sum of all is the Saint Louis rate ; determined by 
mere accident, not by any consideration of what the service is worth to the Saint 
Louis’shipper ; you will have fixed their rates for them. 

Mr. Reagan. I will come to your problem presently. 1 am now stating mine. 
Now, I say each of these three roads from Saint Louis to New York, if it is under the 
same management, fixes its own through rate. But you say that there may be inde¬ 
pendent and separate roads. 

Mr. Fink. It does not or ought not to make any difference whether they are under 
the same management or not. 

Mr. Reagan. If the point is that each road is under a separate management- 

Mr. Fink. That does not make any difference. 

Mr. Reagan. If that is so, then each road fixes its through rate lrom Saint Louis to 
New York, and fixes it high or low as it pleases. 

Mr. Fink. If there was only one city in the country that would do. But after the 
roads have fixed their rates on the Chicago basis, the Saint Louis business (jumes in. 
The road from Saint Louis strikes this line, say, at Indianapolis, but you have already 
fixed for this intermediate road a certain proportion of the Indianapolis rate, and this 
business must go over this part of the road which is common to both through lines, at 
the same rate, wherever it may have come from or wherever it may ne going to ; hence 
it makes no difference whether they are separate roads or one. 

Mr. Reagan. If this intermediate road is a different coi’poration- 

Mr. Fink. It is a different corporation. Now, when this Chicago business strikes the 
Pennsylvania road at Pittsburgh, then, the Chicago rate being fixed, they can charge 
only the proportional rate from Pittsburgh to this point [indicating], and when they 
wa it to get business from Saint Louis it is a question whether they can reach Saint 
Louis at all. 

Mr. Reagan. The terms of the bill are that for like service the railroads shall not 
charge more for a shorter than for a longer distance. 

Mr. Fink. I do not have reference at all now to that feature of the bill in respect 
to the short and the long distance. 

Mr. Reagan. Then I must confess I do not understand you. 

Mr. Fink. Well, let me illustrate my meaning further. ' Here is Chicago, and here 
is Ne.v York, and here is the Erie Railroad, and here is Saint Louis. Now, the rate 
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is fixed from Chicago to New York at a certain figure, and the Erie Railroad has to 
take, say, 15 cents as its share of that through rate. That is the agreement among 
the roads themselves. Now, that heiug fixed as the share of the Erie road, on Chicago 
business then, I say, under your bill the Erie Railroad is obliged to charge 15 cents for 
the same quantity of the same kind of freight, no matter where it comes from or where 
it goes to. But away off here [indicating] is a distant point reached by certain lines 
of railroad or water routes, and a lower rate must'be made to secure its business. 

Mr. Reagan. I do not understand it the way you do. I have understood that from 
each of these points the rate is fixed. 

Mr. FinKc At present it is, and the same rate is made by all lines, but this would 
not be' the case under your plan. Suyqiose this place [indicating] is 1,000 miles dis¬ 
tant, and this [indicating] is 1,500 miles, and the rates now may be the same; in 
fact, the rate is sometimes less for the longer distance. Here, for instance, is Mem¬ 
phis, whose rates are established by the steamship lines, so that the Memphis rate is 
no higher, indeed it is lower, than the Chicago rate. Now, suppose the share of the 
Erie road of the through rate from Chicago is 15 cents; from Memphis it would neces¬ 
sarily be lower- ' t 

Mr. Reagan. Are you supposing that this line is all under one management f 

Mr. Fink. No; I am not at that point now. 

Mr. Reagan. Then you are talking about a different problem. 

Mr. Fink. No. This freight comes to the Erie road at Buffalo, and, under your 
bill, they are obliged to charge 15 cents on the business that comes to them from 
Memphis, because that is the rate they have already fixed for such freight in the 
business that has come from Chicago. The distance here [indicating] is 1,000 miles, 
but you have the same law operating on these other roads that operates on the Erie, 
and they also have their rates fixed from which they cannot vary. Now, that makes 
a rate to Memphis which excludes the Erie, and all those connecting roads, from the 
Memphis business. And here is another road, the New York Central, with all its 
connections to Memphis, iu the same condition; and the final result of your bill is, 
that the sum of the local rates established upon all these roads forms the through rate, 
and you have just as many through rates as you have lines, or combination of lines, 
and that all freight that cannot pay 15 cents per 100 to the Erie road must necessarily 
be excluded from it. 

Mr. Reagan. You are a railroad man and I am not, but I will explode that iu a 
minute so that you will say yourself that it is exploded; if I do not I will give up 
the case. Here [indicating-] is Saint Louis, and here is Memphis, and there is Chicagd. 
Now, you want to compel the shippers from Chicago to pay, over this road, for the 
extra rate of compensation of that road. 

Mr. Fink. No ; I only want the Chicago shipper to pay for the service that he re¬ 
ceives. 

Mr. Reagan. Then you want the Erie or any of these roads to carry freight for one 
part of the country cheaper than for another. 

Mr. Fink. Yes. 

Mr. Reagan. And that is just what I do not want. 

Mr. Fink. Well, if you had your way you would ruin all the railroads in the country, 
and ruin the country too. 

Mr. Reagan. Well, I should like to have a little “ruin ” of that sort. 

Mr. Fink.' That is what you are proposing to bring about. Let me explain again. 
The present rule of the raiiroads is to fix the rates from Chicago and New Orleans and 
other points according to the competition they meet iu those markets. So they fix a 
rate, for instance, from Memphis to New York, a distance of 1,300 miles, which" is the 
same as the rate horn Chicago to New York, a distance of only 1,000 miles, because 
Memphis has the advantage of Atlantic Ocean and Mississippi River transportation, 
and can get its business done that way so cheaply that if the railroads do not; take it 
at that rate they must let it alone. Now, you want the railroads to let that Memphis 
business alone because it does not pay them a fixed rate. That is the principle of 
your bill, and I say that under that rule there would be little business done by the 
railroads in this country. 

Mr. Reagan. I have always met this question fairly and squarely, and I say now 
that if you mean to tolerate a condition of things like that which made the late rail¬ 
road war, by letting the railroads go outside their legitimate business, aud haul freight 
from certain points for less than cost, ami then make the people of the rest of the 
country pay for it, that is just what I want to defeat. 

Mr. Fink. That is what we want to defeat, but you cannot defeat it in this way. 
The underlying principle governing this part of the railroad business is generally 
overlooked in these discussions. It is that the railroad company is not merely a 
common carrier, but it is also the owner of a roadway , aud it charges not only for the 
work of moving freight as a common carrier, but also toll for the me of its roadway. 
Now, in the United States it requires nearly 40 per ceut. of the receipts to pay the 
toll on the roadway, that is the interest on the investment, and within that 40 per 
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cent, the railroads have great latitude in making their charges. The other 60 per 
cent, goes to pay the cost of operating the road ; that is to say, of moving and hand¬ 
ling the freight. In making competitive rates, therefore, the question is presented 
to the railroad manager whether he can reach a certain business at certain rates, 
and if he finds that he cannot get his 40 per cent, on that business lie takes 20, or 
even 10, or he may carry that business for nothing if he chooses, and it frequently 
happens that railroads do carry certain freight without any profit. Now, this gives 
a wide latitude in railroad charges. A railroad can charge very much less than the 
40 per cent, and yet keep within the cost of transportation, and that is what the roads 
do. This beiug the gOA r erning principle and the railroads being already built and 
having to pay interest on the investment, whenever they can pick up business in 
Memphis or New Orleans that pays them a little profit, or even only enough to cover 
the actual cost of transportation, they take that business. If it pays even five per 
cent, that is so much additional profit, though; of course, if they can get more they are 
very sure to get it. 

Mr. Reagan. I recognize the propriety of that so far as the railroad companies can 
do such business without charging other people for the carriage of that freight. 

Mr. Fink. They do not charge other people for carrying that freight; they cannot 
charge more to other people than is reasonable. 

Mr. Reagan. Then if you don’t want other people to make up your losses upon 
this competitive through freight, there is nothing in my bill that can interfere with 
your business at all. 

Mr. Fink. You would disarrange the whole business of the country if it were brought 
under your bill. Isn’t that interference enough? Your bill, if it should operate as 
you expect, would absolutely stop a large proportion of the traffic of the country. I 
did not understand the bill until I heard you explain it yesterday, because it never 
entered my mind until I heard your explanation here that such legislation could be 
seriously proposed. 

Mr. Reagan. Would it stop the business to say that every road should carry the 
same kind of freight for the same price over its own line ? 

Mr. Fink. Yes, it would stop the business, positively, positively! It would make 
the railroads almost useless. They could, of course, carry something, but they could 
not carry enough to make a living. 

Mr. Reagan. I agree with you that if legitimate competition gives them this through 
freight they have a right to take it, but if competition goes to the point that they 
carry this through freight at a loss, and if that involves making other people pay for 
that loss by higher charges on freight from other points, then I do not want to allow 
any such competition. 

Mr. Fink. But the roads do not do that. The local tariffs are established upon cer¬ 
tain principles that have no reference to the through rates—I will not say that ex¬ 
actly, because the local rates are influenced greatly by the through tariffs on every 
road—they are reduced by them. But you have to look upon railroads in this way. 
Here, for instance, is a railroad that runs from Chicago to New York, aud alongside 
of it is the canal which compels the railroad to make a cheap rate. Then here is 
another railroad which runs from Chicago into the interior of the country to a certain 
point—we will say a local station on one of the leading roads running out of Chicago. 
There is a great deal of complaint about the difference in rates between local and 
through business. That railroad may charge as much for hauling a car-load from that 
station, fifty miles distant, as is charged from Chicago to New York. Now that is 
complained of loudly, but it is not a wrong in itself. The rates from Chicago to New 
York are fixed by the canal. The man who lives at this station fifty miles west of 
Chicago has no canal and is dependent entirely on the railroad for his transportation. 
That railroad was built for him and for others situated as he is; he gets more value 
out of it than anybody else does. A man who lives in Saint Louis is not dependent 
upon that road; it is of no use to him, he could do without it as he has other roads * 
besides, he has the Mississippi River ; but the man who lives at this local station and 
who cannot ship in any other way is dependent upon it, and he must support the road 
in the first place because it is built for his accommodation and benefit. It follows 
therefore, that the interest charges for building that road must be, and ought to be* 
greater to this man than to a shipper who merely makes a casual use of tin?road but 
is not dependent upon 4t. When you separate the total charge that the railway 
makes into the charge which it makes as a common carrier, and the charge for interest 
on the investment, you see it is perfectly proper that the man for whose exclusive 
benefit the road was built and is maintained shall pay a larger share of the interest 
on the investment than a man who lives a thousand miles away, aud who, though he 
may occasionally use the road, has a dozen other ways to get his freight to market 
The railroads have to rely in the first place upon the local business foAheir earnings 
and their maintenance, and the more so because they have to do the through business 
at so low a rate. 

Mr. Reagan. I thoroughly agree with your view so far as it is confined to legiti- 
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mate competition, and I agree with your other proposition thus far: In framing the 
bill we recognized the fact t^at there were reasons why the longer haul should be 
cheaper than the short haul in proportion to the distance, so we fixed upon the rule 
that, the long haul should have all the advantage that the distance gives it if the rail- 
rpads should find it necessary to charge higher on the local freight; but we wanted 
to break up this practice of railroad managers—not the stockholder, but the man¬ 
agers—getting up a business at some point on the road, or the railroad companies 
themselves getting up a business at some point, and shutting off all competition by 
other parties, and also we wanted to deprive them of the power of ruining any indi¬ 
vidual or community for the benefit of another individual or community. 

Mr. Fink. That is all very proper, and I shall be happy to assist you in any way I 
can in preventing such things. 

. Mr. Ward. In the case you put a while ago of the local station west of Chicago, is 
not the true question to be considered this: whether the shipper at that point is 
charged a reasonable or an unreasonable rate ? 

Mr. Fink. That is the whole question. And it is to be remembered, in considering 
that question, that that shipper gets the benefit of the competition in through rates, 
as soon as his freight reaches the nearest competing point, Chicago. Say that he pays 
15 cents on his grain from his station fifty miles west to Chicago (I do nor, say that that 
is the actual figure on any road, but I suppose an extreme case); when that grain gets 
to Chicago he has to pay only 15 cents more to get it to New York ; so that he gets the 
benefit of the through competition ; while the man who lives only five or ten miles 
from Chicago, but who has no railroad, has to wagon his grain into the city at prob¬ 
ably greater cost. Where these local railroads e«ist they must bo sustained by the 
local business for which they have been built. They are not built for the through 
business, and they cannot be managed as if they were through lines parallel with 
water ways. But, nevertheless, the local shipper gets the benefit of these water-ways. 
If the rate from Chicago to New Y r ork is only 10 cents during a war of rates, the rate 
from the local point to New York is reduced to 25 cents, and yet the local shipper bit¬ 
terly complains that roads carry so low from competing points ; and he cannot have 
his local rate also reduced. 

Mr. Reagan. For the reasons I have stated, in providing for fixing the rate for one 
haul, we recognize the fact that as you approach the frontier or get into the more 
sparsely settled portions of the country the railroads cannot afford to carry freight at 
the same rates as in the more densely settled regions, so we determined to allow the 
trunk lines to fix the rates. 

Mr. Fink. Yes; under your bill every man is allowed to fix his own rate, but he has 
to fix some rate, and he has to fix it with reference to some particular business, and 
he thereby excludes himself from every other business. Now, the rates are not really 
made by the railroad companies; they are made by conditions over which railroad 
managers have no control, as I illustrated by the case of Memphis, and the question 
presented to the railroad manager is not, “ What rate do I wish to fix for this busi¬ 
ness?” But it is: “Can I carry it at the rate offered, and make one, two, or three per 
cent, on the capital invested? ” That is the question he has to consider, and he may 
say in a particular case : “I will take it although the rate is too low; I do not care 
about having it pay me anything in the way of interest, because I want to build up 
other business.” 

Mr. Reagan. If it is done in the way of legitimate competition that is one of the 
objects I have in view. 

Mr. Fink. I know that the object you have in view is all right. We all agree on the 
object, but we difier very seriously as to the means of attaining that object. 

Mr. White. I understood you to say, Mr. Fink, that so far as you knew there was 
no considerable complaint made about interstate commerce. Now, if Judge Reagan’s 
bill should become a law, would it, in your judgment, improve the condition of those 
complainants who are now suffering from unjust charges on way freights ? 

Mr. Fink. Not at all. 

Mr. Reagan. As to local State freights it could not affect them, because the bill 
does not apply to them. 

Mr. Fink. No ; the railroad companies would have a right to charge what they 
pleased for that kind of business, under this bill. 

Mr. White. The question 1 have asked was only preliminary to this one. Is it not 
the fact that nine-tenths of the complaints that come from shippers relate to matters 
which are properly subjects for State legislation. 

Mr. Fink. Yes; they are matters of a local nature, but still they are affected by 
interstate legislation. The great complaint of all these people is, that local rates 
are too high in comparison with through x-ates. 

Mr. White. If this bill were to become a law would not its tendency be to make 
the rates on through freight higher, without lowering the rates on local freights? 

Mr. Fink. I think it would make rates generally higher. 


INTERSTATE COMMERCE. 


19 


Mr. White. Aucl yet the complaints are mostly with regard to local matters which 
ought to he regulated by the State legislatures, if at all. 

Mr. Fink. Yes; but the complaints about local rates are comparative only. The lo¬ 
cal rates might he perfectly satisfactory if it were not that the through rates are so 
low. 

Mr. White. But the object of this hill is to regulate commerce between the States. 
Now suppose we were to pass the bill and put these restrictions upon interstate com 
merce, would that, in your judgment, cheapen the rates? 

Mr. Fink. No ; it would have no effect upon them. 

Mr. White. But you think it would make the through rates higher ? 

Mr. Fink. I think so ; by excluding a large part of the competitive business. 

Mr. White. And yet, as I have said, nine-tenths of these complaints of which we 
hear so much, are complaints of unjust discriminations iu local charges, complaints 
which you think would not be made but for the fact that the through rates are so 
wonderfully low. Now would not the sufferers from these local discriminations 
do better by applying to their State legislatures instead of coming to Congress ? 

Mr. Fink. Of course CongresS cannot remedy that difficulty. That is a question 
that I shall deal with further on. 

Mr. WniTE. I do not undertandthat many complaints come from the great terminal 
points, Saint Louis, or Chicago, or New York. 

Mr. Fink. O, no; they have no cause to complain; the railroads are the parties that 
have a right to complain ; not the people. 

Mr. White. It is the people who live at the intermediate points in the State of New 
York, and the State of Pennsylvania, that complain. 

Mr. Reagan. Yet some time since, when the rates were raised from 10 cents to 40 
cents from Chicago to New York, there was a good deal of complaint at Chicago. 
£,Mr. Fink. Yes; but I did not hear a single complaint when the rates were reduced 
last year from 35 cents to 10 ceDts. These people always want the rates reduced, but 
they never want them raised. Now, when the rates are reduced to a ridiculously low 
point, of course they have to be raised sometime, and then the complaints begin to 
come in. 

“The Reagan bill” contains another definition of unjust discrimination, which is 
equally as erroneous as the one I have just criticised. It prohibits charging more for 
short hauls than for long hauls. The principle that transportation charges for short 
hauls should be less than for long hauls, or at least no more, is an excellent one, and 
should be adopted in all cases where its violation would inflict injury upon the peo¬ 
ple. But there are a great many cases in which a violation of this rule would inflict 
no injury upon anyone; but, on the contray, would be beneficial to the people as 
well as to the railroad cempanies. 

If this provision of the “Reagan bill” were carried out, it would exclude the rail¬ 
road companies from carrying a large amount of traffic, it would present the proper 
development of the resources of tlje country, and would prevent that wholesome com¬ 
petition between transportation companies and commercial communities which should 
be encouraged and not prohibited. 

Whenever the railroad companies charge less for hauling freight over long distances 
than over short distances it is always done for the purpose of meeting competition at 
distant points, from which they would exclude themselves by higher charges. Neither 
can they reduce the rates on the shorter haul, because they cannot afford to transact 
all of their business at the low rate forced upon them by competition at distant points. 

I will illustrate this by a single case, which represents thousands of others that arise 
in the^daily practice of railroad management. The railroad lines from New York to 
New Orleans carry freight in competition with the ocean steamships running from New 
York to the same point. The railroad charge on first-class freight is seventy-six cents 
per hundred pounds, and frequently only fifty cents, when steamship competition 
makes it necessary. This freight is carried through Atlanta. The rate from New York 
to that point on freight that stops in Atlanta is one dollar per hundred pounds, although 
the distance to Atlanta is only about sixty-four-hundredths of the distance to New 
Orleans. But it must be borne in mind that New Orleans has always enjoyed the ad¬ 
vantages of cheap ocean carriage. As soon, however, as a railroad is built to New 
Orleans, through interior points, it is claimed that because railroads can and do carry 
freight through these points to the seaboard at rates to meet the competition with the 
ocean routes, they can and must carry freight as cheaply to interior points. This 
claim is to be sanctioned by the “Reagan bill” as just; and under the operation of 
that bill the railroads could not charge more from New York to Atlanta than to New 
Orleans. 

In other words, the railroad companies are to provide, at their own expense, as 
cheap transportation to the persons living in the interior as is enjoyed by those who 
live on the sea-coast. This claim is based upon false reasoning, and upon an insuffi¬ 
cient knowledge of facts. It is assumed that if railroad companies can carry freight 
over long distances for a certain compensation, they can certainly carry it over short 
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distances for the same compensation, or even lower, since it costs less to do the work. 
It is very difficult to make those who reason in this way understand that railroads 
must rely for support upon the people for whose special use they were built. Now, 
the railroads from New York to New Orleans were not built with the view of relying 
for their support upon the New Orleans business, because it was well known that "that 
business was neither sufficient in amount nor profit to justify the building of the roads. 
The cities distant from the ocean, and which formerly had no transportation facilities, 
are chiefly benefited by the railroads. If it be the correct principle that people should 
be charged in proportion to the use they make of the roads, and according to the value 
which the service has for them, it is certainly just and proper that the people in the 
interior should pay more for railroad transportation services than those who have 
always had cheaper water transportation, and who could get along very well without 
any railroads. The business that the railroads transact to New Orleans is merely in¬ 
cidental ; the rates are fixed by steamboat competition, and if there is any profit above 
the bare cost of doing this work, no matter how small that profit may be, the railroad 
companies are justified in transacting this business, even if it fails to pay a propor¬ 
tionate part of the interest upon the investment. Having already a roadway that has 
to be operated, having to pay interest on the investment, and having to incur the gen¬ 
eral expense of operating that roadway, whether the New Orleans business is trans¬ 
acted or not, a railroad company can afford to enter into competition with the steam¬ 
ship lines at a much lower compensation than that for which it could transact its 
whole business. 

The “Reagan bill” considers this an unjust discrimination—in the case mentioned 
—against the people of Atlanta. Let us consider to whom it is unjust. Who suffers 
from it? The people of Atlanta do not, for the charges made to them are perfectly 
reasonable in themselves. They never had transportation services performed so cheaply 
until these railroads were built; in fact, Atlanta is a city that was created by the rail¬ 
roads, and from the very mature of its geographical location it cannot expect, under 
any circumstances, to be put upon the same footing—and this at the expense of the 
railroad companies—with the people who live on the seashore. Although freight is 
carried through Atlanta to New Orleans at lower rates than to Atlanta, this itself con¬ 
stitutes no injury to the people of Atlanta ; because if the railroads did not carry it at 
these low rates the steamships would, and the facts as to the relative charges made 
to the cities in question would not be changed. If there be any unjust discrimination 
in these charges it would exist regardless of any act of which the railroads are guilty. 

Should the “ Reagan bill” become the law of the land, it would compel the railroad 
companies to withdraw from competition with the steamship lines to New Orleans; it 
would deprive the roads of some profit that they would endeavor to replace, if in their 
power, by charging higher rates to interior cities; it would deprive New Orleans of 
the advantages»of railroad transportation and competition with the steamship lines, 
and would probably cause the steamship lines to increase their charges. These would 
be some of the results of your legislation upon the interstate commerce of this country. 
You would not remove the evils of unjust discrimination, but would deprive the peo¬ 
ple of the benefit of railroad competition, and the railroad companies of some revenue. 

I am aware that the author of this bill did not intend it should have this effect. It 
is want of knowledge of the practical conduct of railroad operation and commercial 
affairs that leads him to formulate a law which must have the contrary effect to that 
which it was intended to have. I therefore urge upon your committee that the rail¬ 
road transportation business should be fully understood in its practical and commer¬ 
cial bearings before legislation is attempted. 

In my opinion, it is utterly impossible to formulate a law defining just and unjust 
discrimination. Any act is just in commercial transactions and in railroad manage¬ 
ment which does not result to the injury of one person at the expense of another. If 
it can be shown, as I believe it can, that nobody suffers from the fact that the rail¬ 
roads carry freight more cheaply over long than over short distances, the carriage of 
such freight is just and proper, and being also beneficial to the commerce of the coun¬ 
try, it should rather commend itself to the favorable judgment of legislators than to- 
be made an act of misdemeanor, punishable by fine, as the “Reagan bill” proposes. 

The cases which I have cited are types of a thousand others that occur every day in 
the practical management of railroads in this country and other countries, which give 
rise to so many complaints for which there is no just cause, and therefore no remedy. 

Iu England the people complain that freight is carried by the railroads from Liver¬ 
pool to. London at a lower rate than to interior points, the rates from Liverpool to 
London being made to meet the competition by ocean. 

The people of France complain because the products of Africa, which can be sent to 
Belgium and Holland direct by ocean, are carried by rail through France from Mar¬ 
seilles to those countries at lower rates, on account of this competition, than the inte¬ 
rior business is transported by the railroads. 

The people of Germany complain because the grain of Hungary passes through Ger¬ 
many to England at lower rates than is charged to distribute domestic graiiT these 
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through rates being made lower on account of the competition with other transporta¬ 
tion routes. 

The English investigation now in progress, brings out the complaint of the sugar 
refiners ot Loudon, who are obliged to pay as much for the transportation of sugar as 
the refiners at Greenock, although the distance from Greenock to common points of 
competition is twice as great as from London. The London refiners desire to exclude 
the latter from competing with them, and are in favor of tariffs constructed upon the 
mileage basis.” 

The shipper who resides in the Rocky Mountains, now that the railroads pass his 
door, claims that he is entitled to have freight transported from New York at the same 
rate at which the steamship liues carry it from New York to San Francisco. 

And this is the character of thousands of complaints that are heard from all parts of 
the country. e 

These complaints arise from the expectation that the railroads can do two things at 
the same time that are entirely incompatible—that they can base their charges upon 
mileage, or cost of service,” and at the same time conform also to the laws of trade 
and competition. 

It is the conflict between these two principles that causes these contradictory claims 
are made upon the railroad companies all the world over. 

The charges for transportation services upon all competitive traffic must be deter- 
mine.d by their market value on purely commercial principles. Articles of small value 
which could not be moved if the full “cost of the service” was charged, including 
the interest on the capital invested and the general expenses, must be moved at a 
smaller profit. On the other hand, upon articles of great value higher rates may be 
charged, even exceeding the actual cost. * 

The higher charges made upon some classes of freight compensate the railroad com- 
pames tor the lower charges upon others. They must be regulated according to what 
the articles will bear. Thus, the average rate on grain from Chicago to New York 
is about thirty cents per hundred pounds, which is much less than the average “cost 
ot the service. Were the railroads to charge the actual cost, including the propor¬ 
tional interest upon the investment, it would be impossible to move this grain at all 
On the other hand, the charges on dry goods from New York to Chicago are seventy- 
fr\e cents per hundred pounds, which is perhaps twice as much as the actual “cost of 
the service. Nevertheless this is a reasonable charge, as that article can bear it. 
Ihe weight of a suit of clothes is about five pounds, and the cost of carrying it from 
V rk t<? £^ lca S.° 18 ( our cents. The railroads carry this commodity a thousand 
miles for much less than it costs to carry it from one part of the city to another. To 
carry a lady s silk dress from New York to Chicago by rail costs about three cents 
Does anybody maintam that these are not reasonable charges, or that the principle 

inthei nt*Prest ofSommerce?°^ ^ °° neCt ^ the ° Ue which Sl * uld Wed 

+ ^i m ^ la n C T lderati ^ 8 unde !: lie the construction of all railroad tariffs in this coun- 
fry and all other countries; and such has always been the case. Yet representations are 
made by such bodies ot intelligent men as the Chamber of Commerce and the Board 
of Trade and Transportation of New York that the railroad companies have invented 
? x t£ rtl °n, because they act upon these principles; because they only 
bv h?C 5 th f traffic r' lU bear > and do not attempt/o charge more and there¬ 

by exclude the interchange of commodities in the different markets. Therfe accusa- 
the n pu% e it heard everywhere ’ itt the court-rooms, in legislative halls, and even from 

There is one way by which all these complaints can be remedied, and only one wav 
viz, to stop all competition between the railroads, between the waterwavs and be^ 
, Put the transportation tariffs exactly upon the “mileage 
“L * ,d co f ? f service,” let the commerce of the country be concentrate™ upon 
S?h“, a ^ cbe fP e8t . ll i le °f, communication, and in the cities which are nearest 
three-fourths of the ™m^ 

- tL —oTS“ 

du f t0 I be railroad companies even more than to the people that Congress 
ma ^ e a thorough investigation of this whole subject to show that these com 
plaints and accusations are umust and arisp qinmin tVn,.. « .... 1 lu , e com- 

edge of the facte and 

Sach an investigation would afford the bart m^rof^J^Mnn all the 
complaints against railroad management which are based upon misapprehension ° Tf 
railroad management be judged by its practical results ail( f n ot 1 1,8a Pl )rehen ? 1 °n. If 
of T e theorists, itsbould the recrements 

upon miappreheSlo^o” ttj SS'JS ^nucMesTn^lCSr the ,T Pl ^ ta ba8cd 
based npon P real evils, to the • 
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tention, with the view of explaining their causes and the difficulties that are encoun¬ 
tered in attempting their removal, as well as the proper remedies that should be ap- 

^ The requirements made upon the railroad-companies of this country, aud the work 
to he accomplished by them, may he stated under two separate heads. 

First. The railroads are to establish, upon a system of a hundred thousand miles,, 
spreading over the country like a great net-work, transportation tariffs ^sed upon 
correct principles, the operation of which shall secure equal justice to all parties- 
interested. These tariffs are to he adjusted to suit the wauts aud interests ot indi¬ 
vidual communities, and of the people at large; and at the same time to secure just com- 

Pe The t question arises ^What are the principles upon which tariffs can ^ constructed 
to comply with these requirements ? I have shown the great diversity ot op 
upon this subject, entertained by the merchants and shippers and by experts in tne 
transportation business, and it will be conceded that the problem to be solvedji one 
of great complications. But supposing that the principles upon '' L '^ 
be based were fully understood and agreed upon by all parties, and that a tanfi_com 
plying with all the theoretical requirements had been established, then we have to 

^Second. The difficulty of carrying this tariff into practical execution, to have it 
enforced alike by all the railroads, without arbitrary changes and vanat ons either 
openly or secretly, by drawbacks, rebate, or other methods which are so objectionable, 
and are therefore made the special object of prohibition m the bills before you. 

This is the work to be accomplished. And by whom . I here are sometwel vehin- 
dred railroad companies in this country generally in a state of comMtitive warfare 
with each other. Each one has an independent existence under the fetate laws, and 
has a legal right to regulate its charges as it sees fit within the limitation imposed by 

its charter and the common law. ., , 

To appreciate the difficulties met in performing a work ot so great magnitude 
complication, by so many separate and independent railroad companies Jet suppose 
for a moment that the tariff of this country was to be made by each of the independ¬ 
ent States instead of by Congress, to suit its own special interests c 
interests of other States, or the general interests of the whole country. Could it be 
expected that a tariff constructed by such agencies would be just, unfform and har- 
monious in all its parts? Even with the full power of Congress to regulate the tariff, 
is it perfect ? Does it avoid unj ust discrimination, and is it satisfactory to all interests t 
Yet in comparison with the work that Congress proposes to do, the difficulties encoun¬ 
tered and the complications met in making a just and equitable transportation tank 
for a hundred thousand miles of railroad, that would be perfectly satisfactory to all 
interests, are incomparably greater. To prove the truth ot this assertion I must now 
refer, more in particular, to the peculiar relations practically existing between com¬ 
peting railroad companies, each independent of the other, m regard to the establish¬ 
ment of transportation tariffs. . . , , ' 

In the early history of railroad operation, when the roads were few, and when locali¬ 
ties were served by only oue railroad, which could exercise absolute control over its 
tariffs, no complaints were heard of unjust discrimination; the only complaint then 
was that .the charges were too high. A road that completely controls its own tanfi 
and does not have to compete with other transportation lines, can adjust its tariffs 
exactly upon the favorite theory of “mileage basis,” or may be able to exact the lull 
“cost of service.” There is no motive to vary from these principles. Its charges lor 
two hundred miles haul can be made just twice as much as for one hundred, and lor 
four hundred miles just twice as much as for two hundred, adding a fixed terminal 


charge in each case. >/v , , , .... n 

There is nothing more simple than to make tariffs under such conditions. Rut, un- 
fortunatelv, these conditions do not exist now, except in a few cases of some branch 
railroads, which penetrate the interior and have no competition. Nothing could be 
more satisfactory to railroad managers and railroad companies than to have these con¬ 
ditions still exist. They were analogous to those under which the tariffs upon rivers 
and canals are established. We never hear complaints of unjust discrimination upon 
rivers or canals, because the carriers upon different rivers and canals do not compete 
with each other. Rivers do not run parallel to each other or cross each other m all 
directions as the railroads do. The transportation tariffs on the Hudson River do not 
affect or conflict with those on the Ohio aud Mississippi rivers. The trauspoitation 
charges on rivers affect only people in well-defined and limited territories. The only 
competition that is carried on is between the various carriers upon the same river, 
and this in practice is exceedingly limited. 

In the course of time certain transportation lines are established on all our rivers, 
which practically have a monopoly ot the business. New-comers are driven out of 
competition by low rates for a period of time sufficiently long to exhaust their treasury. 
Or the new-comer drives out the old established line and gets possession of the 
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carrying trade. The only effect which such competition has in securing reasonable 
rates of transportation is through the fear of the established lines that by higher 
charges they would invite new competitors. The same fear, however, acts upon rail¬ 
road companies under similar conditions. 

It is necessary to recall to mind the state of affairs that existed in the earlier history 
of railroads, or even before the railroads were in existence, to contrast it with the 
present state of affairs. 

The whole situation has been changed, and these changes have been brought about 
by the multiplication of the railroads which now spread like a great net work oyer this 
country, crossing and recrossing each other in every direction. The people instead 
of being obliged to rely upon one carrier for transportation services have the choice 
of many. This introduces a new principle in the establishment of railroad tariffs— 
the principle of competition. This competition, which, while it confers the greatest 
benefit upon the people in securing low rates of transportation, is at the same time 
the source, especially if carried on to excess, of all the complications and difficulties 
of the tariff question, and of all the real evils of the transportation business which you 
are called upon to remedy. The real Ablution of the problem consists in controlling 
and regulating competition^to confine it to the limits Avitliin which it is beneficial, and 
to prevent it from becoming the source of unjust discrimination, and of ruin to the 
competitors. 

As long as there is only one road between two points, and no other means of trans¬ 
portation, that road has full control of the regulation of its tariff, and is in a position 
to establish it upon a just and proper basis. If it fails to do so it can be held directly 
responsible under the common law. But as soon as a second road is built which can 
render the same service to the people, the separate and independent control of the 
tariffs of each company is lost. One of the companies can now control the tariff of 
the other. 

How are the tariffs to be regulated under these new conditions, and by whom? 
There are only two plans: Either one road must adopt the tariff of the other, or must 
by special agreement or combination, as it is generally called, establish a joint tariff, 
making the same charge for like services. 

The second plan is that these roads compete Avith each other, each company trying 
to secure the business by making lower rates than the other by underbidding each 
other, the result of which is that both must soon reach a point where the business has 
to be done without profit, or even at a loss. 

Under the first plan, the roads are enabled to avoid all unjust discrimination, and 
can fully comply with the common law. Under the second plan, the rates must be 
constantly fluctuating, being lower one day than another, and less to one shipper 
than to another, resulting in unjust discrimination, and thereby in the violation of the 
common law, although each company may strictly conform to it. 

The independent action of the tAvo roads—the Avant of joint action in regulating 
the tariff's—results in this violation of the law, and neither party can be held respon¬ 
sible for it. This difficulty, existing betAveen only two competing roads, is, of course, 
greatly magnified Avhen there are tAvelve hundred separate railroad companies (as is 
the case now in this country), owning one hundred thousand miles of road, many of 
which run parallel with each other; many others cross and recross each other in all 
directions, each company competing withjmany others, as well as Avith the Avater-Avays, 
canals, lakes, and ocean, each one trying to secure the carrying trade which the 
others claim as their own. The establishment of just and equitable tariff's, and their 
permanent maintenance under such circumstances, under the separate action of these 
corporations, is therefore an impossibility. No single company can be held responsi¬ 
ble for unjust discrimination arising from the failure of all or many to co-operate ; no 
one road can control its own tariff) when the tariff of one modifies or affects the tariff 
of the other. The joint action of all competing roads is necessary to establish a 
proper and just transportation tariff, and to maintain the same permanently. 

The question now arises, hoAV, under the conditions under which this railroad system 
has been created, can this be accomplished ? 

There can only be one plan, viz, that adopted by the framers of the Constitution 
of the United States. These separate railroad companies must, as did the separate 
States, as far as their joint interests require and the action of one of these companies 
influences and is dependent upon the action of the others, establish a central govern¬ 
ment, or some central authority, through which these tariffs can be regulated and con¬ 
trolled in the interest of all the railroads as well as in the interest of the people. 
These separate companies must be willing to subordinate their separate interests as 
far as it may be necessary for the accomplishment of the purpose for which their 
properties were created. 

Haviug arrived at this conclusion, the plan suggests itself that Congress should at 
once assume the authority of controlling the commerical management of the property 
of these private railroad companies. Two bills are before your committee which are 
ntended to carry out this plan. The intention of these bills is in accordance Avith 


INTERSTATE COMMERCE. 


24 

correct mincples—that there shall be some central control over the transportation 
tariffs of the country, but there are insurmountable objections to the particular mea- 

SU Tn 8 the 0 coiisideration of these proposed measures, two questions suggest themselves: 
First. Is it practicable for Congress to control, properly and efficiently, the transpor- 

tat,ion tariffs of tliis country *? « . ,, „ 

* Second If it be practicable, has Congress the legal right to control them ? 

First as to the practicability. It is in the nature of the transportation business 
that a railroad located entirely in one State can affect the proper adjustment of 1 ail- 
road tariffs throughout the whole country, or at least through a large section of the 
countr^TheNew York Central or Pennsylvania Railroad entering into-a war of 
rates or any one road located entirely in one State and having the power to change 
and modify its tariffs at pleasure, uncontrollable by the I ©deray>overnmen» 
ran-e the proper adjustment of the best devised system ot tariffsi and cause> that un- 
iust’discrimination which it is your desire to prevent The railroads located in Canada 
c . m exercise the same influence upon the tariffs of American railroads. 

It is not claimed by the advocates of the proposed measures that Congress has the 
power to control the tariffs of roads located entirely in one State or ^tariffs fn 

located in foreign countries. It can therefore have no power to regulate the tariffs in 
such a manner as to avoid unjust discrimination. Neither have the State governments 
power to regulate the tariffs beyond the limits of the States; and hence it ^utterly 
impossible for the Federal government or the government of the States 
tlnf tariffs so as to make them uniform and just, and to maintain permanen y 

^Inkw&nty-six of the States in the Union there have been appointed commissioners 
for the purpose of preventing unjust discrimination. While they may exercise some 
influence S?er the local tariffs in the several States, it is utterly impossible for them 
to prevent unjust discrimination, as that is created by the action of roads outside of 

th RaSroad officers have been blamed because when they appear before Congress and a^ 
tempt to explain the difficulties of railroad management, they arguethat Congress has 
no power to regulate the tariffs of the country, and when they appe 
legislatures they argue that the State governments cannot control the mafter. These 
are the real facts, however, for the existence of which the rali ™ a * m p ^^^ £ur 

he held responsible. They arise from the peculiar character and constitution ot our 
govermnentfandfrom the interdependence railroad tariffs “""SS 
petitive principles. Competition exercises its influence over the ^.tf.^oTeonntries 
railroads to its farthest extremities, regardless of the boundaries of States or countries. 
Hence railroad tariffs are entirely uncontrollable by direct legislation, and all future 
attempts at direct control must fail as they have failed in the P^st. 

But even supposing that this first and great difficulty could be overcome, tlie plan 
proposed by Mr. Beltzhoover to control the railroad tariffs of the count ry * s 
inadequate to cope with the great work proposed. His bill provides Jhe appoint¬ 
ment of nine commissioners with the power to fix the maximum rates of ^ a ™P°J ta f 
tion throughout the country. I have already shown that the 
transportation in this country are fixed by other conditions than dhrect^logmlation 
They are determined by the laws of trade and competition, and under these laws the 
people are not only secured in reasonable tariffs, but the charges aie rest ^ lct ^L i ? 
below the cost of transportation. There is, therefore, not the least 
further restrictions. The only object of regulating transportation tai P' 

unjust discrimination. The bill I have just referred to cannot accomplish that pur¬ 
pose. It leaves the question of unjust discrimination exactly where it now is , and 
if the nine commissioners should meddle with the established tariffs of the country, 
it would increase rather than prevent unjust discrimination ; it would be rifeilj im 
possible for nine men to regulate the transportation tariffs over one hundred thousand 
miles of railroad with the view of making them just to the public as well as to the 
railroad companies. To perform this work intelligently and properly it would require 
the duplication of just such an immense organisation as the railroad companies now 
possess for the very same purpose. 

1 Each one of these twelve hundred railroad companies has at least one officer who 
has special charge of the tariffs of the road, and who often has many assistants, all 
trained experts in the transportation business, and who, from many years experience 
on particular roads, understands the wants of the people who are served by these 
roads. These officers are in constant contact with the shipping communities, either 
personally or through agents especially appointed lor that purpose, or through the 
many station agents located along the lines of the roads. The latter are in constant 
communication with the shippers, and are in a position to know exactly their w ants, 
receive their requests, hear their complaints, and report the same to 

In this way all the facts that are necessary,to be considered in the establishment ot 
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tariffs are brought before the proper authorities, who are enabled to take intelligent 
action thereupon. 

Assuming that these station agents are located along the line of these roads at a dis¬ 
tance of five miles apart, there would be ten thousand agents, who report to the 
general freight agents, and who bring the shippers in direct contact with the head of 
tbe railroa, 1 admiinstration enabling it to judge of the wants of the people and to 
intelligently establish the tariffs. 

It is not reasonable to suppose that nine commissioners, who stand entirely outside 
wIwTJ 6 ^S^atmns, who have no such means of acquiring correct information, and 
th i e h - r8t p ace ’ have no knowledge of, much less experience in, 
inriSm? e t8 n- 10n bu811 ?® 88 > could evolve out of their own minds just and proper trans- 
+ 1 8 ’ ? r .^ 0ul 5 coutro1 ’ f™ lf they were possessed of the highest accoin- 
l ! t , bat dlrectlon > a work that requires the services and agencies of twenty 
^5°’ ?l tb ? ugbnot exclusively engaged in this business, whose ser- 
f ? r i th a inten i. geu .t aud P r °P er conduct of the'business. A work 
nine men d> f ** ,8 t0 be d °“ e effectlvel y aud Properly, cannot be concentrated upon 

inmnSfV^ e r ef0re ’ m f ely U P? U the Poetical side of the question, it appears to me 

tSHSSlr p^STy biium 6 any mt * llig6nt co “ tro1 over the 

The second question to be considered is: Has Congress the legal right to determine 
th Twfirbf 8 ?]E 1 fi n ?n the U8e ° f the railroad property if it were otherwise practicable ? 

"l e JL gh iT t0 / X A he . COm P e “ Safilon for tbe use ot Property is the right to control that 
cinle that f oustltl . ltlon of the United States (which merely enforces a prin- 

government ™ & right-thinking men) property cannot be used cither by the 

rehm pd fnv ill i > 8 autkon ty by private persons, except due compensation is 
Seif Phnrtpr- tw - 1 ° lt8 owuer - Within the limits fixed by the common law or by 
nensat m for C0 “P aai f bave tb « absolute right to determine the coni- 

tW rvic . es \ To take this right from them means the confiscation of 

n whlffl’ f tb w te n 1 at le f s i that the,r condensation is reduced below that 
trels has 1SLhFf ??™® ntltled V 1 d <> not entertain the least doubt that Con- 
$ 5u h *1 i eg V late tbe U8e of property in the interest of the public, but this 
fnrlhft l U ?- e the ,. rigkt of confiscation. No measure can be adopted by Con- 
Of fii/ i be * e S ulatl0a °* railroad tariffs that interferes with the proprietary rights 
fL t radroad companies except Congress is prepared to recompense the companies 
for losses incurred by any act of Cougress. companies 

nean e cnnnfr?r St v U8 With ” hich Jon are now dealing have been dealt with in Euro¬ 
pean countries. !No one will accuse the Emperor of Germany or Prince Bismarrk nf 

me 8 nt 8 clnfe a tn y tbprnn d l’ d ■ “ c ° n . 8titutional ri g b <* ; but when the Prussian Govern- 

Gip ra i * b conclusion that it was necessary to have a central authority over 
C “ re ■ h ? evl1 ? that arise from separate management of 

Zt^l right r»St‘! e Sta "'’ became the abs °' Ute P r °P™ tor > ft “ “1-Wng 

C ° U ? e i8 ij \ 8t F ou S contrast with that of some of the State governments in this 
adonf n m Vh ?’ h ° lr att + empt8 to rectify the evils of the transportation business 
adopt a much cheaper hut more summary plan. By an edict of the legislature this 
»reat property is handed over to three men, who have the power to arbitrarily deter- 
mine what remuneration railroad companies shall receive for their services J These 
please re8p ° n8lble t0 uo oue for tbeir ac * 8 > aad can do with the property as they 

tbL d nri pr ° p08e e ? t f here T re full y iutGa discussion showing the great wrong 
lation perpetrated upon the railroad companies of this country by suchlegis? 

The bills before you Nos. 3563 and 1433, are conceived in the same spirit Decent 
regard for the proprietary rights of the owners of the railroads will, at least suggest 
that so great a power as the control of such a large property should be^exercised 1 wfth 
care a, V be S | at ® exercises in the management of 'its own property 
The State of J*ew \ork does not fix its tolls upon this ulm it 
authority to three men, elected by the legislature to +i,„„ d 8 gl Y e 

shall receive for the. use of the canal wi tbrnttanylX‘SlT™tSKrl 

comptrolfm^^ndhchief^ngtneer^amT'other^dgh^^at^officials^ ^j^^enant-governo'r, 

rep ° rt thcfir ^commendations to the legislature! 

W ith the T al " e 0f the rail - 

to make out a toll-sheet railroad tariffs; and 

work of establishing a tariff over the railroads of a State whS ST^ess «,e 
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qualification of being just to the railroads as well as to the people. The constitution 
of the State of New York wisely limits the expenses of the canal to the income. No 
such check is to be imposed upon the nine railroad commissioners.* 

In France, with but 12,000 miles of railroad instead of 100,000 miles as in this 
country, where there is governmental control of the railroad tariffs-, there is a board 
composed of thirty-three men, with the minister of public works at their head, all of 
the members being educated experts and men of thorough experience in railroad man¬ 
agement. 

The establishment of such a commission, composed of men who at least are as com¬ 
petent to deal with these questions as the railroad managers themselves, might be 
justified, but to put the control of the whole railroad property of this country into 
the hands of nine men, as is contemplated by bill No. 1433, cannot be justified upon 
any ground whatsoever, considering especially the nature of our government and the 
probability that these commissioners will probably be appointed by political influence 
without possessing perhaps the least qualifications for the duties assigned to them. 

I have been particular to explain the complicated work to be performed by the 
railroad companies and the difficulties of the transportation business, which do not 
arise from any willful or illegal act of the railroad companies, but from the fact that 
the various States have given the authority to build and to operate railroads to sepa¬ 
rate companies. The evils are the result of the system that has been adopted by 
governments in this country, and the railroads should not be held responsible for them. 

Under this system the railroad companies cannot even intelligently control their 
own property and manage it in their own interest. Yet the parties who have invested 
their money in this property, who have been instrumental in the development of this 
country and in creating its great wealth and prosperity, who have conferred the 
greatest benefits upon the people, who have assumed all the great financial risks, in¬ 
stead of being protected and aided in the control of their property, are to be further pun¬ 
ished by having their property handed over to nine irresponsible men to be dealt with 
as these men may see fit; and this without the slightest evidence that the railroad 
companies have been guilty of any illegal acts. They are to be treated as criminals. 
Their property is to be confiscated. They are to be forced to perform involuntary 
labor without a trial, without due process of law, even without an investigation, but 
simply upon the accusations of interested persons who send petitions to you, entirely 
ignorant of the facts and the principles upon which the management of this great 
property can and ought to be conducted, and whose petitions, signed, no doubt, with¬ 
out ever having been read, or their contents being understood, are the only foundations 
upon which you are asked to pass these laws, that would not only ruin the railroad 
companies, but even involve the ruin of the commerce of the country and the ruin of 
the petitioners. 

Should it be found that the transportation business cannot be controlled in the in¬ 
terest of the people by the separate management of railroad companies, the only course 
to be pursued by the government is to adopt the plan of the Prussian Government—to* 
purchase the railroads and let the government become the sole proprietor and sole 
regulator of this property. 

It does not, however, require any argument to show that such a plan cauuot be adopted 
by the United States Government, because it would result in much greater evils than 
those which you desire.to remedy. It may be practicable for the Government of Prus¬ 
sia, or of other German states, where the civil service is organized and conducted upon 
the same plan as our Army, and where the state takes particular care to educate a 
corps of officers and employes for the very purpose of managing railroads. Whatever 
measures may be necessary to deal with the railroad problem in this country, they 
must be taken in accordance with the principles upon which this government is founded 
and the practical methods by which it is carried on. It would be extremely unfortu¬ 
nate it no plans could be devised upon which the railroad property could be properly 
managed and controlled in the interests of the people in accordance with these prin¬ 
ciples and consistent with the proprietary rights of the railroad companies. 

How this may and should be done I will now proceed to consider. 

Here Mr. Fink suspended his argument and the committee adjourned. 


Washington, March 18, 1882. 

The committee met at 10 a. m. 

Mr. Fink continued his argument as follows: 

In my argument yesterday, gentlemen, I endeavored to show that the complaints 
against railroad management which are made, and which management you are ex¬ 
pected to remedy, arises from the fact that the people who criticise the railroads do 
not understand the correct principles upon which these railroads are or should be 
managed, and that they make all sorts of contradictory requests, which it is impossi- 
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ble to comply with. I have shown that there are only two requirements that can justly 
he made upon the railroad companies, viz: 

That they shall perform transportation services at reasonable rates and that these 
rates should be just. 

I have shown' by statistics that the railroad companies have performed the first of 
these two requirements; that they have not exacted unreasonable charges, but have 
performed the transportation service at less than cost. When the committee adjourned 
I was discussing the second requirement, to show that the railroad companies do not 
have it in their power, although they are inclined to do so, to adjust the tariffs of the 
country so that they will be perfectly just; audit is not the fault of the railroad 
companies if they have not accomplished this result, which they are constantly en¬ 
deavoring to do. I had shown that this difficulty arises from two causes. First, from 
the great multiplication of competing roads, by which the tariff of one single road 
may effect the tariffs of a whole system, and second that the 1,200 railroad companies 
of this country are all independent agents who are generally at war with each other, 
but without whose concerted action it is impossible to establish or maintain just and 
reasonable tariffs; that these are the chief causes of unjust discrimination, and that if 
you propose to pass any laws to prevent unjust discrimination you will have to remove 
the causes; this may either be done by the government purchasing and controlling 
the railroads, or it may be done by the railroad companies associating together and 
forming a government of their own (of course under the control and supervision of 
the general government), in the same way as the Government of the United States is 
formed by the several States to control all matters in which the States have a joint 
interest, or in the same way in which municipal or county governments are authorized 
by a State. 

I will now further explain the practical difficulties the railroads have to contend 
with in establishing and maintaining just and proper tariffs, and to show that the 
solution of the railroad problem is not a question of legislation, but, like all other 
commercial transactions, it is a question of management and administration. 

Whenever there are two or more carriers that can perform the same transportation 
service to the same people it is necessary, in order to carry out the common-law prin¬ 
ciple, according to which all people are entitled to receive the same services for the 
same compensation, that they should agree upon a joint tariff. This combination, 
as it is usually called, of competing carriers is, therefore, absolutely necessary to the 
proper management of the railroads in the interest of the people, and it is also neces¬ 
sary for the proper management of the railroad property in the interest of its propri¬ 
etors; because, as I have heretofore explained, the constant lowering of rates by com¬ 
peting transportation lines, one underbidding the other, cauuot be continued forever, 
as it must necessarily, sooner or later, result in the ruin of the competitors. 

Ever since there have been competing carriers, although at times they may have 
been engaged in “wars of rates,” at other times their practice has been in this and 
other countries to confer together for the purpose of establishing joint tariffs for like 
services and to agree to strictly maintain these tariffs. This joint tariff must of course 
be reasonable, anti in this respect complying with the common law; in this country 
all the tariffs on interstate traffic are reasonable, being limited by general competition. 
When there are only a few competing carriers concerned in such transactions, and 
those carriers can be relied upou to do as they agree, agreements of this kind can 
readily be carried out. But with the multiplication of railroads this difficulty greatly 
increases, and the methods that were sufficient in the earlier days of railroading have 
become insufficient to accomplish the desired purpose. It is exceedingly difficult to 
secure the co-operation of a great number of railroad companies with so many separate 
interests. The co-operation of at least fifty separate railroad companies, four of 
which, however, control some 80 per cent, of all the roads in the territory east of the 
Mississippi River and north of the Ohio River, is required to establish these tariffs for 
the roads in that territory. 

There are practical difficulties in the way of bringing so many people together at 
one time and at one place; and yet all have to be consulted. It is still more difficult, 
when they do come together, for them to agree, and more difficult still after they have 
agreed upon the establishment of a just tariff to make them strictly adhere to it. 
And yet it is absolutely necessary that all these difficulties should be overcome, as 
the want of co-operation or the failure to adhere to au agreement on tlie part, of a 
single railroad renders nugatory the efforts of all the others to establish just tariffs 
and avoid unjust discrimination. 

I cannot sufficiently impress upon your committee the importance of this feature of 
the modern transportation business, which makes it possible for a single railroad mana¬ 
ger, either from ignorance, selfishness, or any other motive, to prevent the proper and 
intelligent management of a whole system of railroads, and cause all the evils of the 
transportation business which you seek to remedy. This peculiar feature is the result 
of the interdependence of railroad tariffs, and this interdependence is the result of 
competition between railroads, water-ways, and markets, which spreads its influence 
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with the rapidity of lightning all over the country in every direction as far as the 
railroad system extends, and even beyond the ocean. The cheap transportation rates 
upon a single line of transportation, like the Erie Canal, affects the railroad tariffs to 
the most interior cities in the Gulf States. 

For example, when the rail transportation rates are reduced between Chicago and 
New York, on account of the cheap transportation upon the lakes and canal, the 
rates from interior cities, such as Saint Louis, Indianapolis, Cincinnati, &c., are also 
reduced. This is the direct result of the competition between the lines of roads between 
Chicago and New York and the lines of roads between the other cities and New York. 
If the Indianapolis roads did not reduce their rates, the freight destined to New 
York would be carried from that city to Chicago by other competing roads, and from 
Chicago to the East by canal or railroad, leaving the direct lines from Indianapo¬ 
lis to the East without any work to do. They are therefore obliged to meet the canal 
competition the same as if the canal ran to Indianapolis. This competition between 
the transportation lines can never be prevented by any combination between the com¬ 
peting roads, unless all the railroads belong to one corporation. 

This is merely an illustration of the general principle that operates all over the coun¬ 
try. A single transportation line, be it by water or rail, may completely control the 
tariffs of a whole system of roads. And this is the reason why no adjustment of tariffs 
can be maintained and carried out unless every road that can exercise such influence 
voluntarily consents to the rates and adheres to the agreement to maintain them. 

This peculiar feature of the railroad transportation business gives to the people 
the great advantages derived from competition, but at the same time it gives rise to 
the evils, and the difficulties of maintaining just and permanent rates of transportation. 
Any Tailroad company by its separate action can destroy the best adjusted tariffs. 
Unless this feature of the railroad transportation business is fully understood and 
kept in view, you will be unable to devise proper means to prevent unjust'discrimina- 
tion. The co-operation of all competing roads, either voluntary or compulsory, is 
necessary to establishing and maintaining just and equitable tariffs. 

The “Reagan bill” is defective,because it does not provide any measures for the 
accomplishment of the first-named purpose. It fails to lay the foundation for the 
structure. It commences at the wrong end. It provides for measures for the enforce¬ 
ment of tariffs, but it fails to establish just and proper tariffs. It leaves the railroad 
companies to go on as they have been going) heretofore, each one establishing its own 
tariffs. The final results of these several tariffs are necessarily confusion and chaos. 

This is the objection to the “ Reagan bill.” Its intentions are all right, but it fails 
to adopt any measures by which they can be carried out. It even prohibits such 
measures. The railroad companies desire to attain precisely the same object as the 
“ Reagan bill.” They desire to establish and maintain just and reasonable tariffs. 
But they are without power to enforce the agreements made for that purpose. What 
is to be done under such circumstances? 

I have endeavored to show that neither the Federal Government nor the State gov¬ 
ernments have it in their power, owing to the competition that spreads its influence 
upon the tariffs beyond the boundaries of their jurisdiction, to control these tariffs, 
and that even if it were practicable or desirable for them to do so, they do not possess 
the legal right to determine the compensation that private persons shall receive for 
the use of their property. 

The only plan that could be legally adopted would be the purchase of the railroads 
by the government, and this plan is out of the question. 

Neither the government nor the railroads, each acting for themselves, are able to 
accomplish the desired result; it cau only be attained by the co-operation of the rail¬ 
roads and the government. To what extent remains yet to be considered. This much 
may be premised: That there certainly should be such co-operation in obtaining an 
object that is so eminently for the interest of both; and the only question to be consid¬ 
ered is as to the practical means by which that co-operation should be secured. 

Before entering into the consideration of this question, I will explain the work the 
railroad companies have already accomplished in that direction by their own unaided 
'■efforts. 

first, as to the establishment of proper tariffs: As the result of the experience of 
many years, certain rules aud laws for establishing and regulating competitive tariffs 
have been adopted by the railroads, based upon correct principles. There is now com¬ 
paratively little difficulty in arranging the competitive or interstate tariffs of the 
country satisfactorily to the railroads and to the people. 

There are some few open questions that remain to be settled, which have heretofore 
been the cause of disseusions, railroad wars, and unjust discrimination. I refer to the 
adjustment of the rates from the West to the seaboard cities, which have given rise 
tp so many wars of rates. But that question is now also in the course of adjustment, 
ahd will, perhaps, hereafter lead to no more trouble. 

But the greatest difficulty encountered in the attempt to solve the railroad problem 
is the enforcement of the tariffs after they have been mutually agreed upon. It is 
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owing to the spirit of competition that exists between the railroads ; each company 
endeavoring to secure the largest amount of business, to increase its tonnage by tak¬ 
ing the business away from some other road, and this often in direct violation of its 
agreements. 

, But even if there were an liouest intention on the part of all roads to adhere to the 
tariffs, it is difficult to enforce it. I will not detain the committee by entering into 
the practical details of railroad management, but will merely say that the difficultv 
just named arises from the want of proper organizations and the adoption of practical 
measures, such even as are at the command of the railroad companies, to carryout 
these agreements But during the last few years great progress has been made in this 
K? per pl , aus °f organization have been adopted to overcome all these practi¬ 
cal difficulties as tar as it lies in the power of the railroad companies. 

Formerly, when agreements were made between these transportation companies in 
regard to the establishment and maintenance of interdependent tariffs, no means were 
0a T y ,! 1 b , em 00 '*■ Th*e plans were forme,tin conventions ofrai Iromloffl- 
cers that were held from time to time, and when these conventions dispersed these 
agreements were left to carry themselves out as best they could. How these practical 
difficulties m dealing with the tanti question can and have been remedied may be best 
^ a " “P ,a “ atl0 ? of the organization called “The Joint EmcuHto &ommU- 
, , Tha * “JT?*®. 18 formed by representatives of some forty different roads 
cotnrtry^ whicli*are^more or yes^perfect?^ m ^ aT or S an ^ za f* ou8 ex >st in other parts of the 
The general plan upon which they are formed is this: A central office is established 
with a commissioner at its head, through which office the various roads whose tariffs 
“ ' ““dependent transact their business. This facilitates the negotiations upon ail 
matters upon which agreements must be reached. Instead of forty different ^okIs* 
whose representatives live far apart, endeavoring to negotiate among themselves’ 
othe? Ce ^ ral ofhc ? t ? irou S? 1 ^hich each member can communicate with the 

other members. The commissioner is in a position to know the wants of each of thA 
members, and can arrange the proper plans between them. ° f the 

me + ra k er s o f the committee meet from time to time and agree upon the more 
nrP^ taut M hen they cannot agree as to matters involving P the propertv 

to arhitrat^ 8 ’ are not decided by majority rule, but they g are submitted 

to arbitration and decided upon their merits, with due regard to the rights and inter 
ests of each party In this way conclusions must be reached and queStfona mZl 
nally be settled. They are not to be left open. If they were left open they ini<«ht lead 
to d^ruption. The decision ot the board of arbitration is binding upon ill the mem 1 
hers. The action of the committee and the decisions of the board of arbil™? 
to be enforced by the executive officer, the commissfoner. arbitration are 

This organization constitutes a complete self-government for the milrAoU -a 
fie committee. The special ^hmemW Kurtfe 2S£ 

, " f, ed t0 th , e extent that it may be necessary for the benelit of the whole, thus avoid 
ing wars and contentions and all those injurious consequences which it iu aa *■ ld ” 
piated to remedy through the bills that are before your^committee 8 C ° ntem 

lhe ooject of this organization, therefore, is preciselv the same tl.A a™ i • i 
the proposed legislation has in view, and it is the only possible plan by whicWbia 

Pr Thftir« C r be C w tr0lled ? nt f. ni g eat i y - in the interests of the railroads and the bubhc 
The hrst complete organization ot this nature was formed in the L 1 * ‘ 

1875, called the Southern Railway and Steamship Is oeffit om C^telar^v 11 
plan exist also in the West. If this plan could be legally enforced Ind mmle * 
pulsory upon all the railroad companies whose tariffs affect each other T T ? la< ! j com ' 
cider the solution of the railroad problem in this counrty Iccomplisbed ’ W °“ ld C ° n - 

firS U li hCre are a8 /A t ma *? y di 7 fficulties in T the way of so desirable a result In the 
first place, many of the railroad managers have not themselves vet come tn tu the 
elusion that this is the proper plan. Many still cling to the delusion th C ??~ 

sole controllers of the property under their charge.* 5 They are not vet w iiif y a +° 
knowledge that the railroad property cannot be exclusively controlled by eacl? of fh‘ 
separate corporations who own it, and that it can only be properlv control • • 
by all of the competing lines whose tariffs affect each other aSd an? one if d j , 0 'V tly 
in a position to destroy the property of m#ny others Manv of the f wL,ch 18 

still cling to the idea that they are autocrats, as Sr as tKntrol of n^™****™ 
is concerned, and that they can dictate terms and force compliant pro P er ty 

dearly-purchased experience of many years should have shown thattwfi altl ? 0 ”Sh the 

Many of the railroad managers also do not yet Sfficfontl?TecS^ fl n^ " 0t ^ fact * 
effect of their separate action and of railroad wars upon Kw d fT lder the 
They do not recognize that they have not the rightto ns?tbei? own ° f ^ P ahli °- 

Xo“” 8 that ari8efr0 ” 
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When they learn to recognize all these truths—and they are fast learning from prac¬ 
tical experience and heavy losses, and from the displeasure of the public—they will 
cease to make war upon each other with the property of the unfortunate stock¬ 
holders, and they will be willing to submit all questions of difference which might 
lead to war voluntarily to arbitration and abide by the result; the more so, as it 
can be shown that no decision of the arbitrators upon any points that can be 
raised can be more destructive to the best interests of these corporations and of the 
people than useless and senseless wars. When that time comes, if it ever does come, 
then the railroad question is settled, in the spirit of the institutions of thiscountry, 
under the self-government of the proprietors of the railroads and in accordance with 
the laws of the country. If there is no prospect of realizing this expectation, then, 
and not until then, may it become necessary for the government to interfere. But 
this interference can only be effective when it is in aid of the general plan adopted 
by the railroads. 

The first step to this end should be to legalize the management of the railroad prop¬ 
erty under this plan and to abandon the antiquated notion that a government, or com¬ 
bination as it is called, of this kind is against public policy. It can be clearly shown 
that it is absolutely required for the public interest. The great defect in the pres r 
ent plan, and its great weakness, is that the co-operation of these railroad companies 
is entirely voluntary, and that they can withdraw from their agreements at pleasure. 

I do not propose that the government shall compel the railroad companies to trans¬ 
act their business in the way I have described, but simply compel them, in case they 
voluntarily adopt that plan, to comply with the terms of their agreements, and carry 
them out as they would be obliged to carry out any other contract. 

This step alone I think would be sufficient to accomplish the purpose, because the 
self-interest of the railroads requires the adoption of this plan, and it is only the ab¬ 
sence of authority to compel them to adhere to it that leads to disruption. Among 
so many railroad companies there may always be a few who think they can enrich 
themselves by the violation of compacts, at the expense of the others, and it is, unfor¬ 
tunately, in the nature of the railroad transportation business that one of these can 
destroy the good results of the co-operation of all the others. 

Another method that could be adopted by the government is to enforce the tariffs 
established by the railroads and approved of as reasonable and just by the govern¬ 
ment. 

Some of the provisions of the “Reagan bill,” with some modifications, could, if 
applied, aid the railroad companies in carrying out their plans, but they could not 
be effectively applied without the co-operation of the railroads. Thus the roads that 
are entirely located in one State and the roads in adjoining foreign countries should 
first be made parties to the agreement to establish and maintain tariffs (which they 
could be relied upon to do from motives of self-interest), and then the law could be 
applied even to those roads. 

I am free to say, however, that I have little faith that auy law prohibiting the pay¬ 
ment of rebates will be of much use. There are so many means of avoiding it. Set¬ 
tlements can be made by rebate voucher a year or two after the transaction has taken 
place, or in the form of presents, commissions, &c. Still a law of this kind could do 
no harm; it would aid me in performing the duties imposed upon me by the associated 
roads of the Joint Executive Committee. I have, however, greater faith in the practi¬ 
cal plans adopted by the railroad companies themselves to insure the maintenance of 
agreed tariffs. 

According to this plan the railroads, at points of competition, agree upon a division 
of the competitive traffic. After years of struggle it has been ascertained that that 
division takes place in certajp fixed percentages, which hardly varies from day to day, 
or from month to month, or from year to year. It has been ascertained that during 
wars of rates the distribution of the traffic between competing roads takes place in 
the same proportion as during the time when rates are maintained. There are other 
conditions, such as the capacity of the roads, their location, their connection with 
trade centers, which really determine the distribution of traffic. Having ascertained 
from past experience, as rfear as this may be practicable, in what proportion the 
business divides itself between the competing roads, an agreement is made by which 
each of these roads restricts itself to carry a certain percentage of the total competi¬ 
tive traffic, and the necessary machinery ft provided to carry out this agreement. 
Thus all motive for entering into a competitive strife, to pay rebates and drawbacks, 
and to do all these things which the “Reagan bill” condemns, have been practically 
removed. 

It is certainly more effective to remove all motive for violation of an agreement 
than to rely merely upon the fear of the violator that he may possibly be discovered 
and punished, especially in a case like this, when there t are so many modes by which 
his acts can be covered up. 

This method of enforcing the properly established and published tariffs of compet¬ 
ing lines has become popularly known as “pooling”—a most misleading term—and I 
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am sure that when Mr. Reagan inserted that provision in his bill by which “pooling” 
is to be prohibited he could not have understood its meaning. 

This practice called “pooling” has nothing whatever to do with the regulation of 
the rates. They are regulated upon recognized correct principles, which I have en¬ 
deavored to explain; and the object of pooling is simply to maintain these rates alike 
to all shippers, thereby to prevent unjust discrimination and to secure reasonable com¬ 
pensation to the railroads; and this being exactly the professed object of the author 
ot the “Reagan bill,” instead of prohibiting this measure he would probably, or should 
have, legalized it if he had fully understood its meaning. 

Mr. Reagan, no doubt, labored under the misapprehension that the system of “pool¬ 
ing was invented for the purpose of exacting unreasonable compensation from the 
people, and that it was against public policy. I believe I have established the fact 
that it is utterly impossible in this country, with the great number of railroads and 

w rT b F ° wate ™y 8 ’ with J be active competition in the markets that can¬ 
not be abolished by any combination, tor the railroads to exact unreasonable charges. 
The method called “pooling” is not new ; it has been resorted to at all times and hi 
all countries since competing transportation lines existed. 

In England competitive wars between the railroads have been prevented for the last 
twenty years by it In 1856 the Right Hon. William E. Gladstone was engaged by 
“™ dS TW b ^ t0r t0 iVrF tlie between the three principal railroads 

vailed a d Tb 8 dlvlslon settled many of the difficulties that previously had pre- 

of . En g lail(1 are incorporated by the government in an association 
clearin f- ho,1 . se « .which has enabled the English roads to take joint action 
ihe same purp!se a ffiamta,u,u - r taritf «- 111 Germany the “Railway Unions” seJve 
In Austria eycn the railroads owned by the government enter into “poolin'*-” 

nSTtlve strirFr 116 rai lu 0a,lS T^ 1 .^ P rivate companies in order to prevent co?n- 
petitiye strife between them. In this country similar plans have been adopted and 
have been found to be successful in preventing the evils which the “Reagan bill’Ms 
intended to remedy. Yet, strange to say, these methods called “pooling” in this conn¬ 
s' tb e 0D Lr hOd8 'I blch have been fnnud ^ be practical all the world over in 
llfp 1 ” th tb i e86 transportation questions, are to be prohibited by the “Reagan 

• tariffs Jhke7o lr ^ d np C r° Q n P a anieS i ar ®. condemn ? d becau8e they cannot maintain "the 
cFF i 1 ?? t0 ,, a11 Pf rsons * and at the same time they are to be prohibited by law 
from adopting the only practicable method by which this can be accomplished J 
* have uow . endeavored t? explain the methods that have been adopted by the rail¬ 
road companies to accomplish the objects of the various bills which are now before 
jou, m a practical way and consistent with the proprietarv rights of the railroad com 
pames 1 am fully aware of the objections that may be urged against the mjSSSd 
plan of co-operation ; all of which, however, are based upon want of knowledge or mis¬ 
apprehension ; but as they exist ip the public mind, I do not ask for any legislation to 
sol^Gnn^f ?i, plan ?' *f y in ^ eutl0u was merely to show that if you desire to aid in the 
solution of the railroad problem, that steps should be taken to remove the causes of 
the evils of which complaint is made. Neither do 1 propose that the government 
should aid the railroads m carrying out this plan without such restrictions 8 and suner- 
lie fully p?ofected C .° n8 er nece8sary to S u ™tee that the interests of the people 

I am fully aware that no proper legislation can, or ought to be, expected in the 
thTF ? ta } te ° f *5® 1 . ailroad question. In the first placet upon the general ground 
that it is better for the railroad companies to work out this problem themselves 
Taught by their own experience, they should learn to control their property without 
the aid ot the government. It is for their interest to do so, and there is everv Reason 
to expect that sooner or later they will succeed. It cannot bo expected that such 
complicated questions can be worked out in one day 1 ac UCa 

If I have made myself understood, if I have been able to impress nnmi f i lrt „ • . 
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roads being built, &c., it is better that there should be nothing in the way of re¬ 
adjustment under new conditions, even if it be at the expense of an occasional war. 

I am aware that any action on the part of the government looking toward the main¬ 
tenance of established tariffs in the direction in which I have suggested will be op¬ 
posed by two classes of people, who are the special beneficiaries of railroad wars and 
dissensions—the producers and the middlemen. As a rule, whatever reduction is made 
in the transportation charges goes to increase the profits of these two classes. 

Another of the many misapprehensions entertained by the public upon the railroad 
question is, that the large class of people, the consumers, are always benefited by reduc¬ 
tions in transportation rates. The price of articles to the consumer is generally fixed in 
the open markets of the world. When this is the case a reduction in the transportation 
rates does not benefit the consumer, but benefits the merchant, the producer, or the 
manufacturer. It is for this reason that these classes of our people are constantly en¬ 
deavoring to control railroads through legislative enactment, and restrict transporta¬ 
tion rates. It is for this reasou that the “Granger laws” are in existence. These 
interested classes are no more “ the people,” as they style themselves when opposing 
the railroads, than the stockholders of the railroads, and they have no more right to 
ask for governmental restriction of transportation charges than the railroads have to 
ask that the government restrict their commission charges or the prices of their pro¬ 
ducts, as long as the carriers are complying with the common law, and with their 
special charters. 

It is the business of these classes to buy as cheaply as possible, to have the trans¬ 
portation rates reduced to the lowest figure, and then to get the highest possible price 
for the’r articles, and to the ex’tent that they reduce the transportation charges they 
increase their own profits. You therefore see these classes combine—the farmers, the 
manufacturers, the dairymen, and merchants, and come before your committee to 
have the railroads restricted. When Mr. Reagan mentioned yesterday the parties who 
he said had written to him, and complained, who wanted these laws passed, he named 
no others than these trade combinations, whose profit is increased by a reduction in 
transportation charges, the great mass of the people, the consumers, deriving no bene¬ 
fit therefrom. These classes accuse the railroad companies of extortion, no matter 
how low the transportation charges are. They are never satisfied. 

^ During the last ten years the railroad companies have reduced the transportation 
charges nearly one-half, and yet the complaints of these parties are as bitter and as un¬ 
ceasing to-day as they were ten years ago, if not more so. BBflCEMA" 

From the very nature of the relations of these parties to fhe railroads, it is but nat¬ 
ural that this state of affairs should exist, and will always exist. One of the princi¬ 
pal dry-goods merchants of New York is reported to have once said that he considered 
his customers his greatest enemies, and the railroads have good reason to say that this 
is the case with their customers, for they are constantly trying to secure transporta¬ 
tion service for less than it is worth, and complain when they do not succeed. 

I am led to make these remarks because I think it necessary that your committee 
should take into consideration the sources from which these complaints come. Mr. 
Reagan has named them to you yesterday. They do not come from the people, the 
great mass of consumers ; they come from the trade bodies or combinations of inter¬ 
ested classes. 

You can judge of the motives of these classes by the fact that they come to you with 
petitions for the passage of laws such as the “Reagan bill,” the effect of which they 
do not understand, laws which if carried out would result in the ruin of the peti¬ 
tioners and also in the ruin of the commerce of the country, which the railroads have 
built up after.years of careful labor. It can hardly be presumed that the signers of 
these petitions, who represent the most intelligent classes of our people, have ever 
given the least attention to the contents of the petitions or even know what they ask 
for. They only know that they are antagonistic to the railroads, and imagine that 
any restriction placed upon the railroads would result to their advantage.** This is 
the foundation and the only ground upon which you are called upon to legislate upon 
the railroad subject. & v 

For years the attitude of the railroad companies before the people has indeed been 
a singular one. They are looked upon and are to be treated as criminals not enti¬ 
tled to the control of their own property. No doubt the railroad managers are much 
to blame for this state of affairs. In their consciousness of having conducted their 
business upon correct business principles, they have taken no steps to place them¬ 
selves in the proper light before the people, but have allowed unmeasured abuse to be 
heaped upon them without paying the least attention to it. The time now lias come 
when this should cease, and when the people should be enlightened as to the true 
position of the railroads in this country; and I appeal to your committee, under whose 
consideration are now a number of measures, which are the result of misapprehension 
and ignorance, to which legal sanction is to be given by Congress, that before you re¬ 
commend any action at all you will cause a thorough investigation to be made upon 
this whole subject, which I am sure cannot but result in the full vindication of the 
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railroad management of this country. The railroad companies have been wronged, 
not the people ; and they have a right to ask for this investigation as h measure ot 
self-protection ao-aiust class legislation aud judicial decisions based upon a total ignor¬ 
ance of the principles upon which the railroads have and ought to be managed. 

I do not claim perfection in the management of railroads ; but I do claim that the 
best has been done under the difficult conditions that possibly could have been done,, 
and more has been done for the people of this country than for any other people in 
the world. 

Those who do expect perfection in the management of this great property, as long 
as it has to be managed by human agencies, must, of course, remain disappointed for 
the present. 

The evils of the transportation business have been magnified to you by interested 
classes; by professional agitators, who desire to keep their names before the public; 
by persons who desire to make political capital out of an agitation which presents so 
many popular features. In the caricature which they have drawn they have repre¬ 
sented the evils of railroad management as a great mountain, and its benefits as mole¬ 
hills. If a correct picture were to be drawn, the benefits would be represented, not 
only by great mountains but by a great mountain chain, and the evils in comparison 
would appear as a mere mole-hill. It has been my purpose to present to you the true 
* picture; and if I have not succeeded in this, I hope I have at least succeeded in estab¬ 
lishing a standpoint from which the whole subject should be viewed, in order that 
* you may be able to see it in its true proportions. 

I fear I have already detained your committee too long, but I have far from ex¬ 
hausted the subject, and unless you desire to hear me further, I will now conclude my 
argument. 

I thank you, gentlemen, for the kind attention with which you have listened to my 
remarks, and now if any member of the committee desires to ask any questions I shall 
be happy to answer them to the best of my ability. 

Mr. Washburn. In the course of your argument you have indicated, I think, that 
perhaps a commission to consider this railway question might be profitably raised by 
the government. In case such a commission were raised to take the general supervi¬ 
sion of this question, I should like to know what powers you think it would be proper 
to give that commission. 

Mr. Fink. My suggestion would be for the present that you give them no power 
except the power to inquire and find out what are the facts in the case ; to investi¬ 
gate the whole subject and report to you their conclusions. I do not think that in 
the present state of the railroad problem, and with the little knowledge that is pos¬ 
sessed on that subject by the people, you can wisely undertake to regulate anything 
about it or give a commission any positive power of any sort. You do not know what 
requires to be done; you have no definite complaints before you ; you do not know 
what the evils are for which you seek to provide a remedy. You hear nothing but 
these general assertions that everybody has not got his own way in the management 
of the railroads, for that is all these general charges amount to. Now, let us first try 
to come to the real facts of the case and ascertain what are the real evils; then let 
ns try to discover the causes of those evils, and then we shall be prepared to adopt 
some plan to remedy them. This, it appears to me, is the course and the only true 
course for you to follow as the case stands at present. The commission should have 
no power to take any positive action. It should be a mere commission of inquiry. 

Mr. White. Please tell us what is the present status of the commission of which 
you are president, and what are the duties of that commission as distinguished from 
the other commission of which Mr. Thurman, Mr. Washburne, and Judge Cooley are 
members ? 

Mr. Fink. The gentlemen you name were appointed for a special purpose, namely, 
to hear the complaints and views of the representatives of the three great seaboard 
cities which have been wrangling for years about the adjustment of rates, and the 
railroad companies have helped them in that wrangling. The object of that commis¬ 
sion is to have that whole subject fully investigated and all its features brought out, so 
as to ascertain what reason, if any, there is in the complaints that'these localities make, 
in order that the public may know whether there are good grounds for these com¬ 
plaints and contentions, and, if so, that a remedy may be provided; or, if there are 
none, that the people may know they have no right to complain. That is the only 
object of that commission. 

Mr. White. Then they are to act as mediators between the railroad managers and 
the people. 

Mr. Fink. Rather they are employed, for the benefit of the people themselves, 
because the railroads have agreed on that subject and know pretty well what to do 
about it, but the public does not know, and this commission was appointed to bring 
out the facts, and if they are able to devise any means by which to make the public 
better satisfied they are to suggest those means, and no doubt the railroad companies 
will adopt them. I hat commission is to mediate between the people of these differ- 
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the ieoSJ t h t 5 an Letween tbe People and the railroads, because it is 

!ijl JPlisitaV r {S 6 and contend among themselves, each city claiming that 
^hich it thinks it ought to have, regardless of the rights o£ others; and it is hoped 
that the commission will be able to put the matter in a clearer light so that the peo¬ 
ple may understand that everybody cannot reasonably expect to have everything his 
own way. J L 

Mr. White. What is the status of the commission of which you are president? 

Mr. Fink. I have already tried in a general way to explain the object of that com¬ 
mission. It is to carry on the government of these forty roads of which I have spoken, 
and make them act as one road in the matter of regulating the tariffs. Instead of each 
One acting independently, which has been the caus'e of all these evils of which I have 
spoken, the roads are to control their property jointly so far as the tariffs are con¬ 
cerned. The commission goes no further than the mere regulation of the tariffs and 
the carrying out of those tariff's made by these forty roads, and I am the executive 
officer of what I may call the government created for the purpose of regulating this 
tariff'question in the interest of the roads, and making the tariffs at the same time 
satisfactory to the people. Of course, in all governments when there is a disagreement 
between the members there must be some tribunal to adjust the difficulty, and for 
that purpose there lias been appointed by these railroads a commission of three members 
to decide questions upon which the parties cannot agree among themselves so as to < 
prevent further strife among the roads. That is the simple object of this commission. 

Mr. Townsend (in the chair). The railroads pay the salaries of the commissioners 
by a contribution among thomselves, I understand. 

Mr. Fink. Yes, sir; each road contributes in proportion to its share of the general 
through business. 

Mr. White. That commission, as I understand, was devised and appointed by the 
railroads themselves to settle the railroad wars. 

Mr. Fink. Do you mean the present advisory commission, as we call it—the com¬ 
mission that is to settle the questions between the three great seaboard cities? 

Mr. White. I mean the commission of which you are president. 

Mr. Fink. No ; that is a permanent commission. 

Mr. White. I understand you to say that those commissioners were appointed to 
settle the railroad difficulties, and I understand that they have settled them. 

Mr. Fink. That commission was appointed, I might say, to give an organization to 
a mob. Heretofore the railroads have been more like a mob, each doing as it pleased. 
They have come together from time to time and agreed to make a joint tariff, so that 
a man in Chicago should pay so much whether he shipped by one or another of the 
through lines, and that a man in Indianapolis should not pay more than a man in Chi- 
ago, in proportion to distance, and that the rates from Saint Louis to the seaboard 
should be regulated according to the distance—they have come together and made 
agreements of this character among themselves, and then after making the agreement 
each one would go home and violate it, or do just as he pleased. That has been hereto¬ 
fore the practice in a great measure among the railroads. Of course it has not been 
always as bad as I am stating it, because there have been periods when they have got 
along pretty well under these agreements, but the difficulties of the situation have 
increased from year to year, growing more and more complicated, until there were so 
many railroads and so many interests involved that it was found to be utterly impos¬ 
sible for them to go along any further upon that plan. They had lost all confidence in 
these agreements and in each other, so that when they met their meeting was only a 
sham to get up the rates somewhat, so that each could go home and cut under. Th» y 
did not trust each other any more. Now I do not wish to be understood as saying 
that this was the fault of the railroad companies. It was the fault of the principle 
upon which they operated, the fault of the kind of competition practiced among them, 
which brought about these results. Each road, of course, wants to get all the business 
it can, that is understood, and the result has been a continual state of war between 
them, and in war we are told everything is fair; even great generals get up ruses to 
deceive the enemy. The railroads having carried on this kind of war with each other 
for many years, lost all confidence in each other and found that it was impossible to 
continue in that way any longer, and then the question presented itself, “How is this 
railroad property to be managed ? It is going to the bad every dqy more and more, 
and we must have a change.” The difficulties of 1877, with which you are all familiar, 
resulted from this kind of competition and brought about the railroad riots which were 
of a most serious character. Those riots were the result of the operations which I have 
described. The people did not pay to the railroads the “cost of the service.” The 
railroads could not coin any money, so that they were unable to pay their employes 
and had to starve them, until those poor people could not stand it any longer, and I do 
not blame them for it. Of course they had no right to get up riots and destroy property 
as they did, but I say there was provocation for it. Now, it was to remedy this state 
of affairs that the railroads consulted with each other and said, “ Let us come together 
like sensible men and make an agreement that gives us just compensation for our 
services, and see that it is carried out ”; and it was as a means of providing for the 
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miles, the rates for the two cities will he in the proportion of 1,000 to'l^lOO; and so 
on throughout the whole country. 

Mr. Washburn. I do not think that you catch the idea in my question. 

Mr. Fink. I will come to it directly, I think. Now, the effect that Mr. Reagan’s 
hill will have if it becomes a law will be to make from Saint Louis, for example, just 
as many rates as there are lines of road, so that the whole through business of Saint 
Louis will first be concentrated upon the line which has the lowest rate, and then 
when that is full it w r ill go to the second, and then to the next lowest. The trans¬ 
action of the business will not be actually prevented, but shippers will have to pay 
different rates by different lines, and there may be one hundred different through lines 
from each great city; so that the very thing that Mr. Reagan proposes to prevent, 
namely, unjust discrimination in rates, will be enacted by this law, and people will 
no longer be able to ship from Saint Louis or any other competing point at a uniform 
rate by different roads. Now, as I have said, that will not interfere with the actual 
carrying of the business, but its effect will be that the roads that have the highest 
rates will be excluded from the through business altogether. 

Mr. Washburn. Would it not interfere with the actual carrying of the business in 
in this way. Take my own city, Minneapolis, for example, from which a very large 
amount of flour is shipped. During the last season the rate on flour was as low as 
50 cents a barrel from Minneapolis to New York. Now, under the operation of the 
fourth section of the Reagan bill would it be possible for the railroads to go there and 
take that business at all. 

Mr. Fink. No, it would not, because their through rates would be based on the sum 
of the local rates. 

Mr. Washburn. And the result would be to throw them out of that through busi¬ 
ness entirely ? 

Mr. Fink. Certainly. Whero there are water-ways the railroad could take no busi¬ 
ness, but where there is no water-way of course the business must go by the railways if' 
it goes at all, and under the operation of this bill it could no longer go by the railways 
at a rate adjusted with a view to competion with other transportation lines. Under 
such a law the Indianapolis rate might be much lower or much higher than the Chicago 
rate. In fact, nobody can tell how the rates would range; it would be all confusion. 

Mr. Washburn. And a through railroad from Chicago would better drop that Minne¬ 
apolis business entirely and maintain its local rates than bring the local rates down to 
a point which would enable it to do the through business. * 

Mr. Fink. That is what the railroads would always do. 

Mr. Townsend (in the chair). I understood, when you said yesterday that the roads 
could not be operated under this bill, that you spoke in a qualified sense, meaning that 
they could not be operated successfully or satisfactorily. 

Mr. Fink. I meant to say that they could not be operated so as to be of any benefit 
to the people of the country; that their whole usefulness would be destroyed, and the 
commerce of the whole country would be disarranged. I do not believe that these very 
people who come from New York, and ask for the passage of this Reagan bill, have 
ever read it or know what the bill really means. If you were to speak to a New 
York merchant on this subject, and ask him whether he proposes to hamper the rail¬ 
roads, as this bill proposes, on their through business, he would hoot at such an idea. 

The fact is, these gentlemen do,not understand the provisions of this bill, but they 
are ready to indorse anything that looks like an attack upon the railroads, because 
they want to get a starting point so that they may get control of the roads. Almost 
anything will do for that, so they reason. 

Mr. White. What proportion does the local business bear to the through business, 
and which would the railroads be most like to throw up if they were compelled to 
choose between them ? 

Mr. Fink. The proportion differs on different roads. On some of the roads the through 
business is one-half, and on others it is less. But the roads would have to throw up 
the through business in all cases, because they could not reach it under the oneration 
of this bill. 

Mr. White. I understood you to say a while ago that they would have to throw up 
the one or the other as the result of the passage of this bill! 

Mr. Fink. Yes; but they would nearly all have to throw up the through business in 
a great measure, and some of the roads would have to give it up entirely. 

Mr. Townsend (in the chair). You mean that they would be obliged to charge such 
rates on the long haul as to practically exclude them from the through business ? 

Mr. Fink. Yes. For example, when the rate from New York to Buffalo had once 
been established they could no longer touch the through business from Memphis or 
Minneapolis or other remote competing points where water transportation fixes the 
rate, and if they have to get out of the through business, of course they must increase 
their local rates wherever they can, though sometimes the local rates are beyond their 
control, being governed by other considerations. That is a point on which there is a 
great deal of misapprehension. People say sometimes that the railroads can qharge 
just what they please but the fact is that in many cases if Ihey charge more than a 
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certain just rate they can no longer do the business. The rates are governed by 
other considerations than the will of the railroad managers. 

Mr. W al ki:r. Was it you or Mr. Blanchard who alluded to the draft of a bill that 
Mr. Charles Francis Adams had prepared ? 

Mr. Fink. Mr. Blanchard, I think, referred to that bill. 

Mr. Walker. Have you read the bill? 

Mr. Fink. I have. 

Mr. Walker. Do you think that it will cover the ground which you suggest ou^ht 
to be covered by any legislation at this tirde ? ® 

dover^well wan ^ do anything at^all in the way of legislation that bill will 

Mr. Walker. That bill simply proposes a commission of inquiry, I understand? 

Mr. r ink. that is all, and that is my recommendation to you which I made at the 
beginning of my argument. 

Mr. Walker. In the last Congress the bill that was understood to be Mr. Adams’s 
bill involved something beyond a commission of inquiry. 

.^ 1NK ‘ Ye ^.’, 1 J ha ^ ^ st J^ e Henderson bill, which, I think, was very like the Reagan 
bill n ith some of the objectionable features taken out, making it nearly inoperative— 
neither the one thing nor the other. J 1 

inquiry^ I^Kleritaud^? 16 AdamS bil1 36 uow offered P r °poses a simple commission of 

Proposes not a commission of inquiry, but a permanent commission. I 
surest to you, in the first place, the appointment of a commission of inquiry merely Let 
that commission investigate and report to you whether it is necessary to'have a perma- 
wrv • And while we are on this point, let me say that these commissions are 

mate^l of wvPi U t S l 8 theoretlcally > *?ut JJ> eir g°° d result depends altogether upon the 
W the v? t h i he *T f 6 com P° sed - The committee of inquiry that was appointed 
by the iSen Yoik legislature sat for several months and took some 4,000 pao-es* of tes- 
tiniony, and when they got through they knew just about as much as th^W he¬ 
ft* eh ° r < P + erb u P i 8 a little less. They brought out a vast number of facts and ii stances 
mrie 6 te ^ n ^® abuses committed by the railway companies, but they did not un¬ 
derstand at all the relation of those facts, the wliys and the wherefores. They had no 
J*25® rt ° n th f ir commiS980 * » they were appointed for a political purpose, and the? 
had to report some sort of bill to justify their existence; and after they had sat for 
seven months and taken this vast amount of testimony, the wise conclusion they came 
to was to recommend the appointment of a commission, which they could have done 
without any inquiry at all. But they came to another conclusion. ‘ They had to have 
something to show for the tune and money they had spent, so they proposed a bill bv 
which the hew York Central road would have been affected pretty much as the Erie 
would be by Mr. Reagan’s bill. That was the grand result of that prolong^ and ei 
pensne inquiry. If I had time I could take the report of that committed and show 
the * he ., 8 ™ gula way 111 which the investigation was conducted, and the absurdity of 
the conclusions as contained in the so called “ pro rata bill.” Now we do nnf S! 
any such inquiry as that. If you should determine to provide for th7app?intmeTt?f 

ofSJueSt^ 

’(• S’" tak . tbree or fo . ur or ten me “ "“familiar with the subject to make an innnh-v 
of this sort upon a subject as complicated as I believe I have convinced von rhisr«!7 
road problem is, they do not know, iu the first place, what to iuTube iuto and t w i 

anSlhowr^l^ru! 

to them. ThevW/8<^rt 5 h 0 eymaVd?to. Th^r^rk commie 
instance, has done the greatest harm by bringing out and snremW wSl?’ for 

“butl La™ no Sa t!me S ^do H° M ^ 3fter "dftd ittrlL™ 

material ot which it was composed. * u res 1118 are> to the good 

Mr. Candler. You think, then, that that was a good commission + , 

''^"Flx^'SrLLKw/S,! 1011118 Md be “ eficial *° the “ommuLity » dtha * ' tS ' 3b ° r8 

general govenimeLit*tofV)n 0 \v b ° It^suchTi commission*! 13 * 3 ? Xam P ,e for «*• 
serviceable to the people and the railroads of a State wJ? lnovet l to lje welcome and 
on the same plan be equally serviceable to the whole cou^y^? n0t & S °° d commissiou 
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INTERSTATE COMMERCE. 


Mr. Fink. It can; a good commission can; and, as I liavo said, it is very desirable 
to have such a commission appointed, because much of the difficulty and the dissatis¬ 
faction existing between the railroads and the people is due to the ignorance and the 
misinformation of the people in regard to the real facts. They have been told so much 
by these agitators about the wrong doings and outrages of the railroads that they 
have come to believe it all. Now, I know that the people do not want to do wrong ; 
they want to do what is right and just, but they need light on this subject, and it 
such a commission were appointed and could come forward and show the true relations 
which the railroads sustain to the commvfnity at large, and the true principles which 
should govern their management, it would do immense good. 

Mr. Candler. If a United States comnftssion should, after due inquiry and deliber¬ 
ation, make a public statement that a railroad or a combination of railroads was work¬ 
ing unjustly or tdthe disadvantage of the people, even if there were no law and no power 
of enforcing a penalty, do you not think that public opinion would hold that railroad 
or combination of railroads to such an accountability that they could not face it ? 

Mr. Fink. Most certainly. 

Mr. Ca*ndler. Then why is not one of the most important things to be done the 
appointment of a commission composed of intelligent, upright, and honorable men, 
which, when it made any such statement in regard to any railroad or combination of 
railroads, would create a public opinion that would of itself have all the force of law ? 

Mr. Fink. That is what we desire, the appointment of such a commission. But, as 
I have said, if you determine to appoint a commission, let it be composed of the right 
kind of men. 

Mr. Candler. Certainly. We want good presidents and we want good commis¬ 
sioners. 

Mr. Fink. I have been in New York for four years at the head of these associated 
railroads, and any complaint that comes to me is a proper subject for investigation. 
The people in New York, or in any other place in the country, who think themselves 
injuriously affected by the railroads included in that association, can come and make 
their complaints to me, and I am bound to tell you that I have never yet had the first 
complaint. There are applications made from time to time of changes in classifica¬ 
tion or in rates upon some single article, and they are promptly attended to, and if 
the requests are reasonable they are always complied with. These very people in New 
York, who make all this fuss and scatter this misinformation and misrepresentation 
all over the country, the people who say that the railroads have extorted and are 
extorting enormous sums from the community, even they have never come to me for 
the redress of a grievance of their own, because they have noue and can have none. 

At the conclusion of Mr. Fink’s argument, Mr. Townsend (in the chair) stated that 
the chairman had requested him to announce that the hearing on this subject would 
be closed at 12 o’clock to-day. 

Mr. U. H. Painter. The committee promised Mr. Depew, of New York, that he 
should have an opportunity to be heard in reply to the attacks which have been made 
here upon him and upon the road that he represents. 

Mr. Townsend (in the chair). Mr. Depew was notified that the hearing was to 
close to-day. 

Mr. Painter. But Mr. Depew has not yet had an opportunity to see the matter to 
which he desires to reply. It’has only just come into the hands of the clerk of the 
committee. I have looked at it, and I find there some twenty pages filled with an 
attack on the New York Central Railroad Company, which Mr. Depew represents, and 
also upon Mr. Depew personally. He has been trying for ten days to get a copy of that 
matter, in order that his reply may go on record with the attack. He came here and 
remained two days, seeking an opportunity to examine these charges and to make his 
reply, but he was unavoidably called away last evening, and it seems to be only fair 
and proper that he should have an opportunity to meet these attacks before this'hear¬ 
ing closes. 

Mr. Candler suggested that a meeting might be had on Monday next to give Mr. 
Depew and ex-Governor Brown, of Tennessee, a hearing. 

Mr. Painter. I do not think Mr. Depew could possibly be prepared to make his 
reply so soon. He requested me to state to the committee that he understood that 
these parties had stated several specific cases of complaint, and that he would like to 
have two or three days to consult with the officers of the road at the places where 
these alleged grievances or outrages are said to have occurred. He probably will not 
occupy very much of your time, but he does not want to have these attacks upon him 
and upon the corporation with which he is connected go into your record without a 
reply. He said that if the committee were willing to strike that matter from their 
record he would be content to take no notice of it, but otherwise he would claim the 
right to reply. 

On motion of Mr. Washburn, the committee decided to hold a meeting on Saturday 
March 25, to hear further arguments on the railroad question. 

Adjourned. 
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The committee met at 10 a. m. 

Albert Fink sworn and examined. 

By the Chairman : 

Question. Your residence is in this city?—Answer. In New York 
City; yes. 

Q. You were born in Germany?—A. Yes; I was born and raised in 
Germany. 

4 Q. You have been in this country many years, however ?—A. About 
34 or 35 years. 

Q. What is your profession?—A. I was educated as a civil engineer. 

9* Q. Did you acquire your profession in Germany?—A. Yes; I was 
educated at the Polytechnic Institute at Darmstadt. 

Q. You may state }vliat you have done since you came to this coun¬ 
try, in the exercise or prosecution of the duties of your profession?—A. 
1 was first engaged on the construction of the Baltimore and Ohio Rail¬ 
road from Cumberland to Wheeling as an engineer in 1850, and my 
special duties were then to design and superintend the construction of 
the bridges and buildings. I made that a specialty for some years. Then 
I was engaged in the construction of roads in the Wes1>-iu Western 
Virginia—in the extension of the Baltimore and Ohio road to Parkers¬ 
burg, as engineer in charge of construction. After that I was engaged 
on the Louisville and Nashville Railroad, also as engineer on the con¬ 
struction of the road. I remained with that road for eighteen years. 
After the road was completed I became connected with the manage¬ 
ment of it in charge of the road and machinery department, and finally 
I became its general manager and vice-president. After that I was called 
to my present position. 

4 . Q- That was about how long ago ?—A. About six years ago. 
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Q. Since then, have you been in the same position that you now 
occupy?—A. Yes. 

Q. What is that ? 


NECESSITY FOR CO-OPERATION OF RAILROADS. 

A. I am the head of a bureau established by a number of railroads— 
about forty—which are endeavoring to work together in all matters 
which require co-operation, for example, and particularly the establish¬ 
ment and maintenance of uniform tariffs; that is the principal object 
for which the bureau is established. The railroad system has become 
so extended and the business relations of so many roads to each other 
have become so complicated that it became necessary that there should 
be organized co-operation. The tariff of one road influences the tariff 
of many others. It would not do for so many companies to operate 
each road separately from the other. They have to arrange with each 
other to form connections, to establish through lines of transportation 
and tariffs for such through lines. It is a very complicated question, 
to make these tariffs uniform on many competing lines, and to arrange 
them so that they bear equally upon different localities, and to avoid 
unjust discrimination, and it is still more difficult to see that the tariffs 
properly established over so many roads are maintained alike to all ship¬ 
pers receiving like service. To accomplish this is the object of the Bureau, 
which is established in the interest of the public as well as in the inter¬ 
est of the railroads. It is a union of railroads for the purpose of conduct¬ 
ing the transportation business in a business-like way and in the best 
interest of the public and the companies. 

The commercial management of railroads has become very much com¬ 
plicated by the great number of competing roads. If there was only 
one road or if all the roads belonged to one company it would be com¬ 
paratively an easy matter to manage the tariff question, but when there 
are so many roads, each operated separately, having separate interests, 
there would be nothing but confusion and chaos as far as the tariffs are 
concerned. 

Q. How many roads are there ?—A. I suppose there are upwards of 
twelve hundred roads, even counting many roads that have been con¬ 
solidated as one road. 


THE ASSOCIATION OF ROADS EAST OF CHICAGO. 

Q. You said there were about forty roads in this association compos¬ 
ing the bureau of which you are the head. Will you mention the par¬ 
ticular lines ?—A. There are the five trunk lines—the Grand Trunk of 
Canada, the New York Central, the Erie road (or the New York, Lake 
Erie and Western, as it is now called), the Pennsylvania road, and the 
Baltimore and Ohio. These are the main lines. Then come their con¬ 
nections—the Lake Shore, the Michigan Central, the New York, Penn¬ 
sylvania and Ohio—in fact, all the principal east and west roads as far 
as the Mississippi River, and as far as Chicago, and as far as the Ohio 
River—all the principal roads in that territory—the Cleveland, Colum¬ 
bus, Cincinnati and Indianapolis, the Indianapolis and Saint Louis, the 
Vandalia, the Ohio and Mississippi, the Pittsburgh, Fort Wavne and 
Chicago, the Chicago, Saint Louis and Pittsburgh, the Indianapolis 
Bloomington and Western, the Lake Erie and Western, the Canada 
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Southern, the Boston and Albany, the Fitchburg, the New York and 
New England- 

Q. The Grand Trunk of Canada, is included?—A. The Grand Trunk 
is one of the roads ; yes, sir, and a very important one. 

Q. With all its connections?—A. Yes. They have a road to Chicago. 
Their main road runs, from Chicago to Portland, Me. 

Q. This combination or association, if I understand you correctly, 
does not include any roads west of the Mississippi, or at least none 
west of the Missouri?—A. None west of the Mississippi. West of 
Chicago they have separate organizations of the same nature. They 
also have a similar organization in the South. These associations are 
formed pretty much on the same plan and for the same purpose. 

Q. These are the roads that naturally take the produce from the in¬ 
terior of the country to the Atlantic seaboard?—A. Yes; east and 
west roads. There is a system of roads between the Mississippi and 
Missouri Rivers, and others, running north and south. They are sepa¬ 
rately managed. 

Q. By a like combination or association?—A. Yes, as far as rates of 
transportation are concerned. 

Q. As to this association of which you are the head, what are the 
principal westerly points and connections of your roads, and what are 
their principal points of outlet on the Atlantic seaboard?—A. The 
principal points west are Chicago, Saint Louis, Cincinnati, Indianapolis, 
Toledo, Detroit, Cleveland, and other intermediate points. The eastern 
outlet is the Atlantic coast from Portland, you may say, to Baltimore, 
including Boston, New York, Philadelphia, and Baltimore. 

Q. Would it include the outlet of the Chesapeake and Ohio ?—A. 
They have an outlet here at these points, also one at Newport News, 
Va., but are not part of the association, although they work together 
with the association as far as tariffs are concerned. 

Q. They abide by the regulations and decisions without being actually 
bound by them ?—A. Yes, they agree to them, but they need not abide 
by them if they do not choose to do so. 

Q. So far as actual results are concerned they are practically part of 
the association ?—A. Practically, yes. 

Q. Are there any other lines of importance that carry through pro¬ 
ducts from the interior to the Atlantic coast—is there any outlet for 
the South—at Brunswick, or anywhere?—A. There are outlets at the 
South by some railroads, but not very important ones as far as export 
traffic is concerned. There is a route from the West to Brunswick, Sa¬ 
vannah, Charleston, Port Royal, and Norfolk. The Chesapeake and Ohio 
have their terminus at Newport News. Then there are other roads, be¬ 
sides these I have named, from the West, trom Saint Louis and Louis¬ 
ville and Memphis—the Norfolk and Western, the East Tennessee and 
Virginia, the Memphis and Charleston, called the Virginia Air Line, 
with its terminus at Norfolk. This is an important east and west road. 
It is, however, more particularly engaged in the Southern business, the 
cotton business; it connects with roads to Saint Louis, Louisville, Cin¬ 
cinnati, Memphis, Nashville, and other points, and does business there. 

THE ASSOCIATION OF ROADS WEST OF CHICAGO. 

Q. West of this system is one lying between the Missouri and the 
Mississippi Rivers, I understood you to say ?—A. Yes. 

Q. What is that called, and who is at the head of that association, 
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-and what roads are in it t-A. That association comprises the roa4s rum 
ning from Chicago west-the Chicago and Alton, the Bock Island, tne 
Chicago, Burlington and Quincy, then the Chicago and Nortwester 
and the Chicago and Milwaukee roads. 4 * 

Q Who occupies in that association a position similar to yours 1— A. 

M Q J F^iher westward, what are the principal railroad connections ! 
Is there any association among the railroads to the west or south of 
those you have mentioned?—A. There are associations, called the Iowa 
and the Colorado Associations, that take in all the roads to C °l or * d ? w , e h S 
of Chicago. The same roads that 1 have named are_engagedm the 
traffic to Colorado, and the same commissioner is at the head ot the 
bureau. 

Q. This same Mr. Midgley ?—A. Yes, sir. 

Q. Then his system takes in the Colorado roads?— A. Not the Colo¬ 
rado roads, but "the roads between Chicago and Saint Louis and the 

Missouri River. . . . _, .. 

Q. And the roads that reach to New Mexico and Arizona and the 
Territories?—A. Not the roads as far south as that, but of course it takes 
in the traffic to those points. , ^ . A _ o11 

Q. They all feed into and connect with each other?—A. they all 
compete with each other. 

THE SOUTHERN RAILWAY AND STEAMSHIP ASSOCIATION. 


Q. What other like associations among railroads exist in this country ? 
_A. There is an association called the Southern .Railway and Steam¬ 
ship Association, the first one established upon the present plan. It 
was established in 1875. It comprises nearly all ot the southern 
roads south of the Ohio and east of the Mobile and Ohio Railroad, and 
the Atlantic coast. 

Q. Mention some of the principal ones.—A. The principal ones are 
the Georgia Central road, the Georgia road, the Western and Atlantic 
road, the Louisville and Nashville system, the Richmond and Danville 
system, the Norfolk and Western, the Memphis and Charleston, the 
Savannah, Florida and Western, the East Tennessee, Virginia and the 
Georgia system. These are the principal roads. 

Q. Does this system cover the Mississippi Valley?—A. No; it does 
not reach the Mississippi Valley. There are some other roads in that 
territory east of the Mississippi; they run north and south. They have 
no joint interest with the other roads which are east and west roads— 
such as the Illinois Central and the Mobile and Ohio. 

0. Under what system or arrangement, if any, are those roads you 
now mention comprised?—A. They are not under any particular system. 
There is no organized system under which they operate; they co operate 
with each other. There are only two or three roads, and it is an easy 
matter for them to co operate without any organization. 

Q, Then to recur to this system of the South, of which you have been 
speaking, which was organized first of any, aud in 1875, under what 
gentleman having the same powers or like powers to yourself were 
these roads organized?—A. The organization was made after I left the 
Louisville and Nashville Railroad. 1 had then been connected with the 
Southern system of railroads, and there was so much confusion and 
strife in regard to the establishment and maintenance of tariffs that it 
was utterly impossible to conduct the transportation business in a 
proper way. It caused a good deal of ruinous competition and unjust 
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discrimination, each road making its own tariffs and underbidding the 
other. The result was, generally, that the roads worked for almost 
nothing, or at a loss, and it was almost impossible to control the 
tariffs. I was then the general manager and vice-president of the 
Louisville and Nashville Eailroad, a road that was in contact with both 
the Northern and Southern systems of roads—a sort of connecting link 
between these two systems, and I had to do business with between fifty 
and sixty different roads, and when it was desired to make an agree¬ 
ment of any kind the parties could not be got together, and when some 
of them came together others were missing, and nothing could be done. 
But if they should all happen to come together they could not agree, 
or if they did agree there was no organization or executive department 
to see that the agreements were maintained. This state of affairs led 
me to suggest the plan of an organization of railroads with a central 
bureau through which the different roads could readily transact busi¬ 
ness with each other, instead of so many roads endeavoring to do busi¬ 
ness separately with one another, making it almost impossible to accom¬ 
plish anything. All these complications were avoided by transacting 
business through the head of the bureau, who understood the relations 
of the roads to each other, and knew what was required, and through 
whom the roads could communicate with each other, and negotiate on 
all subjects requiring co-operation. The representatives of the roads 
would hold meetings and discuss matters. If they could not agree, 
the head of the bureau was to decide the questions at issue, and act as 
the executive, it being also his duty to see that the agreements were 
carried out. In this way the roads would be enabled to transact busi¬ 
ness promptly and to establish uniform tariffs and to see that they were 
maintained. This is the object of this and like associations. They are 
in the nature of clearing houses, where the parties, instead of settling 
the money balances, settle their differences and their little quarrels (or 
their big quarrels, as the case may be). A definite way is provided in 
which business can be successfully transacted. It is simply accomplish¬ 
ing by organization what was ineffectually attempted by a mob under 
the old system. I made it my special business for about six months to 
organize the association, and since then it has been successfully carried 
on by others. The plan has been found to work so well that it has 
been adopted elsewhere. Mr. Virgil Powers is the present commis¬ 
sioner. 

* THE PACIFIC RAILROADS. 

Q. Please explain to the committee with reference to the railroad 
systems lying west of the organization which you have described—what 
they are, if any.—A. West of those associated roads I have mentioned 
are the Pacific roads. 

Q. They are known generally as the Pacific roads, are they?—A. Yes, 
the Union Pacific and the Central Pacific. Then comes the Texas 
Pacific and the Southern Pacific. They are now in operation. The 
Northern Pacific has been added lately. 

Q- And the Atlantic and Pacific?—A. The Atlantic and Pacific is 
another one, connecting with the Southern Pacific. 

Q. Is there any association or practical plan of operation existing 
between these roads, or any of them?—A. There is no association 
between them—no organized association, although they are working 
together under some agreement regarding tariffs. 

Q. All these three lines to the Pacific have some understanding as to 
rates, etc., among themselves, by which they abide?—A. Yes. 
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Q. Do you include the Northern Pacific ?—A. No; they have only just 
been opened; they will be included, no doubt, in the course of time. 

Q. If there is no organization, who are the men that substantially 
control those Pacific roads and harmonize their interests by these 
agreements between themselves?—A. In the first place, the presidents 
of the roads; but they do not pay much attention to the practical de¬ 
tails. These are left to the general superintendents or traffic managers 
of each road; who make arrangements, under the direction, of course, 
and subject to the approval of the presidents of the roads. 

Q. Have you now in a general way outlined the entire railroad sys¬ 
tems of the country ?—A. I have mentioned the main systems. I should 
have mentioned the southwestern system, comprising the roads west of 
the Mississippi River to the Gulf—the Texas and Arkansas and Missouri 
roads. 

THE WATER ROUTES OF TRANSPORTATION. 


Q. Will you now mention the water-routes, whether by river or canal 
connection, that have to do the transportation of the country, either 
by connection with the railroads themselves or otherwise?—A. The 
principal water-lines engaged in the East and West traffic are via the 
lakes and the Erie Canal in the North, and the Welland Canal in Can¬ 
ada. The Mississippi River to New Orleans forms another important 
water-line. 

Q. How important is that water-line in connection with the transpor¬ 
tation interests of this country ?—A. The water-lines that I have men¬ 
tioned are very important factors in the transportation business of the 
country. They not only secure cheap transportation themselves, but 
they have the great advantage of regulating the railroad tariffs. 

Q. Please explain how that is ; that the water-lines regulate, or can 
regulate, the railroad charges. 


HOW THEY ACT AS REGULATORS OF RAILROAD CHARGES. 


A. The cost of transportation upon the water-routes being cheaper, 
the railroads have to carry freights ns cheaply, or nearly as cheaply. 
They can only increase their charges over the charges made by water- 
routes to the extent that they offer additional advantages; while some¬ 
what higher rates can be charged by the railroads, the basis of their 
charges are the charges made by the water-lines. If they charge 
more than a certain amount above the water-rates, the business would 
all go by water. Not only is this the case where railroads come in direct 
competition with the water-routes, but the effect of these water-routes 
upon the rail transportation rates is felt throughout almost the whole 
country. This is the result of the great competition between the rail¬ 
road companies themselves. As to the Erie Canal and Lakes, the rail¬ 
roads that directly compete with those routes between Chicago and New 
York must conform to the low water rates ; but it is also necessary that, 
say, for example, from Indianapolis, which has no water connection with 
New York, the rates should be made upon the same basis as the Chicago 
rates—that is, the same rate per ton per mile, or nearly so. 

CHICAGO RATES THE BASIS FOR RATES FROM AND TO OTHER "WEST¬ 
ERN POINTS. 


.J Q ha f™ le ^ almost f, ™le now, adopted by the railroad couipa- 
mes, that whenever the Chicago rates are lowered the rates through- 
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out the whole territory east of Saint Louis, Louisville, Cincinnati, 
Peoria, Columbus, etc., are lowered proportionately. There are so 
many roads that ruu from those points direct to the East, under inde¬ 
pendent management—they want a share in the business of the country* 
If they were to try to exact proportionately higher rates, say from In¬ 
dianapolis or Saint Louis, than from Chicago, there would be enough 
margin left between the Saint Louis or Indianapolis rate aud the Chi¬ 
cago rate to New York that freight could be sent from Indianapolis to 
Chicago, and then by railroad or canal from Chicago to New York. In 
order to prevent this the railroads that run* direct from Indianapolis, 
Saint Louis, etc., to the East make the rates so low that the business 
must go over their roads, and cannot go to Chicago. While the water- 
routes only exist between Chicago and New York, the effect upon trans¬ 
portation rates is felt all over the country by reason of the competition 
between the railroads. 

NOTWITHSTANDING- COMBINATION, RATES ARE FIXED BY COMPETI¬ 
TION. 

No combination of the railroads can suppress this competition. It 
could only be done if the railroads were all owned by one party and were 
operated in one interest. But as it is they have all separate interests, 
and each one guarding its own interest keeps up this competition, and 
even in agreeing between themselves upon rates, those rates are fixed 
by competition. Hiis unfortunately, is not understood by the public. 
It is generally believed that when competing railroads agree upon uni¬ 
form rates, that this excludes competition. This is not the fact. The 
effect of water competition is not only felt in the territory east of the 
Mississippi and Ohio Rivers, but is felt south of the Ohio River. For 
example: The low rates from Louisville, under the influence of the 
Chicago low rate, are felt at Memphis, Nashville, and farther south. 
Freight from Memphis is shipped to Louisville and gets a low rate from 
there, and the people of Nashville and such places get as much advan¬ 
tage from the low rates as if really located on a water course; so that 
the influence of the water transportation is felt almost throughout the 
whole country. That is the influence of the Erie Canal. To the south 
there is the water-route from New York to New Orleans via ocean, and 
from New Orleans freight is carried to Memphis and Saint Louis and 
the West via the Mississippi. In order to meet these low rates, the east 
and west roads from Louisville and Memphis or from Memphis to Nor¬ 
folk east have to conform again to the low rates made by the Atlantic 
Ocean and the Mississippi River. 

Q. That has reference to goods from east to west, as well as from 
west to east?—A. Both ways. In this way the water-courses are really 
regulating the railroad transportation rates throughout, you may say, 
the whole country. Of course the low rates from here to the Mississippi 
River are enjoyed by the people west of that river. Rates generally 
are higher west of that river, but the people west of the river get the 
benefit of the low rates east. In many other ways the water-routes 
help. The Ohio River, the Tennessee River, and the Cumberland River 
affect the railroad rates at the interior. There is plenty of competition 
that regulates the rates and keeps them at an exceedingly low figure. 

NO COMBINATION PRACTICABLE ON WATER-LINES. 

Q. Will you please state how it is that there can be no combination 
of transportation interests by water as well as by land ? Why can there 
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be no combination so as to put up water rates as well as land rates ?— 
A. It is hardly possible. The competition is only between canal-boats 
or steamboats; the water-ways are free to all. If any one boat or a 
combination of boats should tn r to charge too high rates, it would re¬ 
quire a comparatively small capital to start new boats. 

Q. I suppose that combination would be possible if tlfe lines of steam¬ 
ers and canal boats were under one or two or three ownerships, just 
the same as by land-routes. Is not that so?—A. No; that could not 
be, because it is an easy matter to put on additional steamboats. 

Q. It is easier to put oh another vessel than to build a railroad?—A. 
Yes. 

Q. That is the reason why competition can be established at so much 
less expense by water than by land, is it not ? That is the reason com¬ 
bination is not possible over the water-routes ?—A. Yes; I mean com¬ 
binations for the purpose of charging excessive rates. Nor is it possi¬ 
ble for railroads to combine for that purpose, because, as I have shown, 
the railroad charges are controlled by the charges on water-ways. The 
water-ways are free; nothing is paid for their use, and it requires very 
little capital to start competing steamboat lines. I may remark here 
that this competition between steamboats or water-ways is practically 
also restricted. For example, certain lines of steamers really control 
in a measure the river or lake transportation. Take, for example, the 
Hudson River, or the lake, and you will find that there are certain es¬ 
tablished regular lines of steamers. When a new line comes in, of 
course the old lines try to work it out, and make rates very low, and 
destroy it if they can. By that means, in the course of time, only one 
or two regular lines survive, and they carry the business. This is rather 
a benefit to the public, because the public have responsible parties to 
deal with instead of dealing with .a great many irregular lines. These 
lines, however, can only charge reasonable rates, otherwise they would 
invite new competition, and it is the fear of that competition that keeps 
the rates within very reasonable limits. 


COMBINATION OF LAND-ROUTES WITH WATER-ROUTES. 

Q. What tendency is there to combination between the capital in- 
vested m water routes and in land-routes—that is, between the rail¬ 
roads and the water-lines ?—A. There are certain arrangements by which 
railroads run in connection with steamship lines. 

Q. I mean as to unity of ownership and interest, as, for example, in 
the case of railroads purchasing water lines, so that they may control 
the rates of both ! A. The Pennsylvania Railroad owns a steamship 
® Erie, Pennsylvania, to Chicago. They have control of what 
Pr. fw, ! b A ' lch , or L, , ne \ T le New Yolk . Lake Brie and Western 

Union Steamship Line-running 

Buffalo° and Vi hl ? ag ?’ i There is a,10tber steamship line between 
Buffalo and Chicago, that, while not owned separately by a railroad cor- 
poiation,ruus in connection with the New York Central Road. All these 
water-lines, while working with the railroads, are subject to competi- 
trnn, and their rates must be as low as by other water lines. 

the only continuous, uninterrupted line from the West to the 
n^'tC^C na, e , MiSSi T PI>i B | rer an<1 AtlanticOceau% it 

not—the Brie Canal being frozen for a part of the year?—A Yes 

an^sometimes'by hce'north^ofOah’o. 8 ' 5 ^^ “ tMn,pted ^ ^ wateri 
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Q. But that is quite temporary, is it not—for a month or so ?—A. 
Sometimes for a couple of months, and sometimes longer; and during 
some winters not at all. . 

Q. Do those interruptions come when the Erie Canal is closed or 
otherwise 1 ?—A. The interruption by ice comes during the time the Erie 
Canal is closed. In some years, however, there has been no interrup¬ 
tion by ice. The low water generally comes during the summer months, 
when the Erie Canal is open. 

WATER TRANSPORTATION THE REGULATOR OF RAIL RATES. 

Q. The real water regulator of the prices of fares and freights is the 
Mississippi River and the Atlantic Ocean, is it not ?—A. And the Erie 
Canal. 

Q. But the Erie Canal is liable to interruption?—A. During the 
interruption of navigation the Erie Canal still influences rail rates, 
although during the wiifter months the railroad companies are able to 
charge higher rates. 

Q. Would they not be able to get still higher rates than they do but 
for the Mississippi River?—A. The Mississippi River is another check 
on rail rates; but it has not been felt very seriously yet in the grain 
business, however; it makes itself felt more now since the jetties were 
built at the mouth of the river. Since that time the grain exports from 
New Orleans have somewhat increased. 

Q. I suppose the same is true of cotton ?—A. Yes. If the railroads 
were to make very high rates it would throw more of the business over 
that route. 

Q. You consider the improvement of the Mississippi River as a trans¬ 
portation route very essential to the advantage of the transportation 
business, do you not?—A. Yes. 

RAILROAD RATES COMPARED WITH WATER RATES. 

It is the general impression that when the Erie Canal closes the rail¬ 
roads have it all their own way, that the railroads can then charge what 
they please. This, however, is not the fact, nor would it be if there were 
no Mississippi River. If the railroads were to attempt to charge high 
rates during winter time, business men would endeavor to throw most 
of the freight on the canal during the summer time, leaving the rail¬ 
roads nothing to do in winter. The railroad companies cannot increase 
their charges over the transportation charges by water more than the 
advantages are worth w T hich the shippers receive by getting their goods 
promptly forwarded at all times. That is all the additional charge that 
railroads can impose, even in the winter time, over the transportation 
rates charged by the canal. 

Q. Still that would make necessary the holding back of the crop ?— 
A. It would, but the railroad companies do not want the crop held 
back, and they must offer such inducements that will move the crop 
during the winter season; and they do so. 

Q. But are not the necessities of the farmers such as to oblige them to 
send the crop forward?—A. At present they have become accustomed 
to sending their crops forward, but before the railroads undertook to 
carry this low-priced freight the farmers had to hold their crop. Now 
the advantages of the railroads over the canal are such as to induce them 
to move the crop, aud of course the railroads offer every inducement to 
them to move it. 
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Q. I suppose the capital in the grain-shipping business would be able 
to hold it back iu mass, even if the farmers would not ?—A. They would 
bring more in the summer time and store it at the seaboard or store it 
in the West, and keep it for the opening of navigation. There are seven 
months of navigation and only five months when there is none on the 
Erie Canal. I mention that to show that it is to the interest of the 
railroad companies to give reasonable rates even when navigation is 
closed. 

Q. If there was a disposition on the part of railroads to exact heavy 
freights, is it a fact that the canal remains open for a sufficient length 
of time to move, if necessary, nearly all the crop to the seaboard during 
the closure of the canal ?—A. A great portion of it. I suppose the entire 
crop could not be moved. 

Q. There is not capacity enough ?—A. ISTo$ and then it would not suit 
to get all ready in the seveu months. The canal carries now about from 
40 to 60 per cent, of the grain that comes to New York during the navi¬ 
gable season. It carries only about 20 per cent, of the total grain re¬ 
ceipts at Boston, New York, Philadelphia, and Baltimore during the year. 


THE FIXING OF RAILROAD CHARGES. 

Q. Will you explain as fully as you can to the committee the actual 
modus operandi or method by which this association arranges the fares 
and fieights among the different roads—upon what general principles 
do you act—and, in fact, give us as correct an inside view of its opera¬ 
tions and its useful or beneficial tendencies to the general public as you 
will?—A. It would be very difficult for me to explain fully to the com¬ 
mittee the operation of this association; as the committee would have to 
be m a great measure familiar with many details in the management of 
this railroad transportation. I can only give, perhaps, a general outline 
°VV v 1 .® ai d before, the principal object of this association is to 
establish equitable and uniform tariffs over the roads represented on 
the committee as far as their competitive traffic is concerned. It has 
nothing to do with the local business of the roads. When two or more 
roads come into competition with each other for the same business then 
it becomes necessary to have some understanding between these two 
roads as to the rates that should be charged for the same service If 
one road were to charge one rate and another another rate, of course 
the road that would charge the lowest rate would do all the business 
and the other could not do any. uumucss 

Q. That is competition, it it noti-A. Yes, but it don’t work well iu 
the transportation business. If there was no agreement as to uniform 
rates, shippers who would want to ship by one road would have to pa? 
higher rates than shippers by another road. If these rates were kent 
secret the shipper would not know what the rates of the different ro?ds 
were, and one shipper might thus get his goods shipped cheaper than 
the other. That would be unjust discrimination. It has become t"he 
practice of all railroads, and I think of all steamship lines, when tlm? 
compete with each other, to agree upon a certain charge to be nmde bv 
all routes for the same service and let the shipper select his own route 
That is generally called combination, and it is assumed .generally that 
this combination is made for the purpose of exacting unreasonable com 
pensatiou. But this is not necessarily so. 6 00 

Q. That is, as you say, generally called combination, and we hear 
under the existing system of transportation, that competition is the 
natural regulator of fares and freights; and the natural protector of the 
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interests of the public in that regard. Is not then the direct purpose of 
this association to prevent that natural competition which is supposed 
to protect public interests ?—A. These associations cannot control the 
natural and legitimate competition, as I have already stated. 

Q. Right there, I wish you would make your explanation as clear and 
full as possible. 

LEGITIMATE COMPETITION DISTINGUISHED FROM RUINOUS COMPETI¬ 
TION. 

A. We have to draw aline between legitimate competition that is the 
life of trade, and competition that results simply in the ruin of the par¬ 
ties that are engaged in the competition. The object of these associa¬ 
tions, besides that of giving uniform taritfs, and arranging through 
tariffs for the whole country, is to prevent ruinous competition. I think 
the competition between railroads is somewhat different from the com¬ 
petition in other business. Competition between private parties soon 
comes to an end when prices get so low that they cannot carry on any busi¬ 
ness. A railroad company, however, can carry on competitive business 
for a long time at non-paying rates, and either not find it out, or else 
make the traffic for which there is no competition pay for the losses in¬ 
curred in the competitive business. 

Q. I suppose an instance of that is where they make up on local 
charges what they lose on the through charges?—A. Yes. 

CHARGES ASSESSED ON THE VALUE OF SERVICE. 

The proper plan is to assess the railroad charges in accordance with 
the value of the services rendered. Nobody should ask services for less 
than cost. The tendency of this railroad competition is, that by one 
road underbidding the other on the competitive business, the rates soon 
become so low that the business is worth nothing. They have often 
carried it, and sometimes carry it yet, at less than cost, and this is not 
to the advantage of the public. The public can always afford to pay 
reasonable rates for the service. It is not to the advantage of the public 
at large to do otherwise, because if you send all these railroad companies 
into bankruptcy, and thus ruin the people (who are really the owners 
of the railroads), you ruin the credit of the country, and you ruin the 
industries that are dependent upon railroads, such as the iron indus¬ 
tries and the other manufacturing establishments which furnish sup¬ 
plies to the railroad; you also necessarily reduce the wages of the la¬ 
borers. When railroads cannot earn any money, the laborers employed 
on the roads have their wages reduced, or frequently lose their pay 
altogether. I may refer to the difficulties which arose in 1877, during 
and after a long railroad war, when so many of the employes rose and 
“ struck.” This was the result of low wages or reduced time of labor 
during the railroad wars. 

EFFECTS OF COMPETITIVE STRIFE BETWEEN RAILROADS. 

In fact, it is hardly necessary to demonstrate that it is not to the in¬ 
terests of the people to have the railroad companies do work for less 
than cost; and this would be the inevitable result if they engage in com¬ 
petitive strife (as I will call it to distinguish it from legitimate compe¬ 
tition). The nature of the business is such that when one railroad 
underbids another in order to secure a little more business, as soon as 
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the other finds out that it has been underbid, it has to underbid its 
rival still further, and so rates go down and down, until, as in 1881, 
freight was carried from Chicago to New York (1,000 miles) for 8 cents 
a hundred. This is a loss of from 8 to 12 cents a hundred in doing the 
mere work, not to say anything of interest on capital invested. 

Q. What is the actual cost!—A. Anywhere from 16 to 40 cents—Chi¬ 
cago to New York. It depends upon what you count in the cost. The 
mere additional cash cost of moving 100 pounds of freight from Chicago 
to New York may be estimated at about 16 cents on grain. The aver¬ 
age cost of all classes of freight, taking in general expenses, would be 
about 24 cents; and taking in interest it would be about 40 cents per 
100 pounds. 1 will have to explain this subject more particularly later 
on, but upon the lowest estimate, the charge of 8 cents, made in 1881, 
was about only one-half the actual outlay of money, not to say anything 
about investment. But apart from the ruinous result to the railroad 
companies, these railroad wars are objectionable as far as public interest 
is concerned. During these wars each road makes its own tariff without 
any agreement with its competitors as to uniform rates. It may make 
changes from day to day in these rates, and the shippers do not know 
what the charges will be for twenty-four hours to come. One man may 
have laid in his supplies at the regular tariff, to-day, and in a week from 
now the tariff is down to one-half of what it was then, and he is at very 
great disadvantage compared with his neighbor who lays in his goods 
a little later. 

RAILROAD WARS. 

The results of these railroad wars are most injurious to all interests r 
and the shippers understand this well enough. They are most satisfied 
when they have uniform rates, and when these rates are permanently 
maintained. Although, strange to say, while they want uuiform rates 
permanently maintained, they also want competition between the rail¬ 
roads; that is to say, they want the railroads to underbid each other. 
It is clear that they cannot have both peace and war between the rail¬ 
roads at the same time. 

OBJECTS OF COMBINATION. 

Now, it is for the purpose of establishing uniform tariffs, and to main- 
, tain the same without great fluctuation, to prevent runious wars, and 
the bankruptcy of railroads, which would necessarily follow, that these 
railroad associations are established; it being their object to agree upon 
the proper tariff to be charged, and to have that tariff made known to 
the public, to prevent railroads from making reductions secretly in 
these rates, and to make charges alike for the same service. That is 
the object of these associations. And it is a very important object; in 
fact, if fully obtained, we would have reached the solution of what is 
generally called the “railroad problem.” In my opinion it is only upon 
this plan of association, now adopted by many railroad companies in 
this country, that the evils of the transportation business, heretofore 
experienced, and of which the people so much complain, can be reme¬ 
died. 

PRUSSIAN SYSTEM—ST ATE-GOVERNMENT OF RAILROADS. 

In Europe, especially in Prussia, this object has been obtained by the 
purchase on the part of the Government of all the railroads in the coun¬ 
try. This puts them all under one control, and enables the Government 
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to make uniform tariffs and strictly maintain them. This plan, how¬ 
ever, could not be followed in this country. 

AMERICAN SYSTEM—SELF-GOVERNMENT OF RAILROADS. 

Here we must accomplish the same end by voluntary associations of 
roads under what may be called a self-government. Between the two 
modes of dealing with the railroad problem, I think the one adopted 
here is much more suitable to the spirit of our people and the character 
of our Government. I merely wish to call attention here to the neces¬ 
sity and importance of the work which these railway associations are to 
accomplish. The difficulties encountered in endeavoring to accomplish 
this work are as great as is its importance. How are some twelve hundred 
independent railroad companies, each having separate interests, to gov¬ 
ern themselves so as to secure to the people, over 120,000 miles of rail¬ 
roads, throughout this immense country, uniform tariffs—tariff's that 
operate justly upon all section^ of the country, justly between commer¬ 
cial communities, between rival cities, aud between individual shippers ? 
That is the problem to be solved. It can not be solved by each in¬ 
dividual road following its own course and making its own tariffs with¬ 
out reference to the tariffs of other roads. The work to be done can 
only be done by the joint action of all roads that are jointly interested 
in the same traffic and that can influence each other’s tariffs. 

HISTORY OF ATTEMPTS AT JOINT ACTION. 

Ever since there have been competing roads, efforts have been made, 
arising from the nature and necessity of the case, to act jointly in all 
matters of joint interest; and this for the reasons above stated. But 
the methods that were frequently adopted for such joint action were 
defective and inefficient. Representatives of railroads would hold con¬ 
ferences and discuss the subject matters that required joint and uniform 
action on the part of many roads. They could hardly ever be all got 
together, and if they came together they could hardly ever agree; but 
if they did agree, the agreements were hardly ever carried out, at least 
not for any length of time. There was no authority to see that the 
agreements were enforced. Considering the complicated transactions 
covered by the agreements, it was impossible that these agreements 
could carry themselves out, without supervision or control. Yet, 
strange to say, that was expected. The history of railroad manage¬ 
ment in the past records the complete failure of these efforts; and noth¬ 
ing else should have been expected. 

In 1874 the first effort at some sort of organized co-operation was 
made by the roads, which are now represented on the joint executive 
committee. I refer to the agreement known as “ The Saratoga com¬ 
pact.” Some seven commissioners were appointed, whose duty it was 
to control the rates. The organization was imperfect, and it soon fell 
to pieces. But it taught its lesson. 

SOUTHERN RAILWAY AND STEAMSHIP ASSOCIATION—METHOD OF 
OPERATIONS. 

In 1875 the Southern Railway and Steamship Association was organ¬ 
ized. (I have already referred to it.) It provides for a complete gov¬ 
ernment of the subject matter with which the association has to deal. 
The representatives of the roads come together and form a legislative 


16 


department. There is an executive officer who carries out the resolu¬ 
tions of the legislative department. If the representatives of the roads 
do not agree there is a judicial department that decides the question at 
issue between the contending parties. Majority does not rule. All 
questions of difference are to be settled judicially. They are to be 
submitted to arbitration. The interests of each individual road can 
thus be protected, which would be impossible under a majority rule. 
This is the principle upon which the Southern Bail way and Steamship 
Association was established, and the joint executive and other associa¬ 
tions have adopted the same principles. The only defect in these organ¬ 
izations is that there is no authority to legally enforce agreements. The 
voluntary consent of all parties is necessary, and it may be considered 
surprising that under these conditions the government of the railroads 
by these associations has been as successful as it has proved to be; 
although it is still very imperfect, it is a great improvement upon former 
methods. 

The difficulty is not so much in arranging the joint tariffs, because 
there are certain principles that guide this work. The tariffs are gen¬ 
erally determined for the railroads by other conditions and competi¬ 
tion such as the water routes. These latter are really the tariff makers 
for the whole country. 

Q. Are they included at all in this association, or in any association ?— 
A. Some of these connecting steamship lines are included in the South¬ 
ern Association, but none are included in this association—no water 
lines. 

Q. This association, however, owns some water-lines themselves?— 
A. Some of the roads in the association own water-lines, but those lines 
are operated distinctly and on their own merits. 

Q. But they have no connection whatever with the easterly end of the 
Erie Canal ?—A. No; they carry freight to the canal as well as to the 
railroads. They are operated entirely as independent organizations. 

THE ERIE CANAL—ITS TARIFFS, BOATS, AND NUMBER OF BOAT 
OWNERS. 

Q. How are the tariffs on the Erie Canal fixed?—A. That is simply 
a matter between the boatmen. The supply and demand fixes that 
from time to time. 

Q. The canal boats are owned largely by individuals, are thev ?—A. 
Altogether, I believe. 

Q. And how large ownerships in number of boats are in a single 
man ?—A. I could not tell you, but my information is that they are 
mostly men that own one boat. 

Q. And they are mostly in competition with each other?—A. Yes. 

Q. There is no combination that you are aware of between the boat¬ 
men or owners of canal boats?—A. No; none that I am aware of; they 
make their rates according to supply and demand. 

Q. Have you any approximate information or impression as to the 
number of boats?—A. My recollection is that there are about five thou¬ 
sand ; but I could not be quite sure. 

Q. The ownership is divided between two or three thousand men I 
suppose?—A. Perhaps so. I have no exact information, but my im¬ 
pression is that they are generally owned by men who own only one or 
two boats. 

Q. Do you know whether, as a matter of fact, there is a sharp com¬ 
petition among them for freight?—A. I do not know how they manage 
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among themselves, but in Buffalo they operate through brokers, who 
make the rates for them generally, and that depends upon the amount 
of business that is there. There are, of course, certain limits below 
which they cannot go. 

Q. Do railroads come into business connection with these brokers?— 
A. No; they are canal brokers. They deal with the shippers mostly. 

Q. Not with the railroads?—A. No; hot with therailroadss, but with 
the shipper of grain that comes into Buffalo by lake. 

Q. Have any of the railroads capital invested in the grain trade as 
shippers?—A. Not that I know of—not as railroad companies. Private 
managers may, but I do not know any that have. Railroad companies 
are never interested in the grain business. 

Q. You do not understand that any prominent or heavy railroad 
managers are also interested as shippers?—A. Oh, yes. There is David 
Dows, one of our heaviest shippers in New York, who was President 
of the Rock Island Railroad for many years, although he is not now. 

Q. But is it in such way that there could be combination between the 
railroad managers and the shipping interest?—A. Oh, no; I never 
heard of any. They are put on the same footing as others, and there 
are none that I know of interested in the trunk lines. 

FURTHER REASONS FOR ASSOCIATION OF RAILROADS. 

I was going to proceed in response to the main question, however. 
I think I have explained why it is necessary that there should be an 
agreement between railroad companies as regards the establishment 
and maintenance of tariffs. Of course, I could say a great deal more 
to show the reason for that. 

The Chairman. It is well to say all that occurs to you, because this 
is a vital part of the subject. ♦ 

The Witness. The business of the country could not be carried on 
without these agreements between the railroad companies. For ex¬ 
ample, at present the railroad companies agree together to make a rate 
to Chicago. There are, perhaps, three or four roads that constitute one' 
through line to Chicago. They have to arrange among themselves for 
the through rate; how it shall be divided among the roads, and how 
the cars shall be distributed, and how many cars shall be furnished by 
the different roads; and there are a great many different things entering 
into the question that it is not necessary to state. I wish to show here 
the necessity for the railroads co-operating, or as is generally called (to 
make it odious), “combining,” in order to furnish these-facilities to the 
public. There was a time when they did not do this, and if a man 
wanted to make a shipment to Chicago, he had to ship first to Buffalo 
to a commission merchant there, who took charge of the goods there, 
and then transferred them to some other road, until, the goods fiually 
reached their destination. Now, in order to get over all these difficul¬ 
ties, the railroad companies “combine,” and assume to give a through 
bill of lading to Chicago, and they guarantee a through rate. Under 
the old system you could never be able to know what you had to pay 
for your freight. One charge was made from here to Buffalo; another 
from Buffalo to Erie; another from Erie to Cleveland, and so on until 
you reached Chicago. You can understand at once what a tedious and 
unsatisfactory way of doing business that must have been. In order to 
facilitate the business of the country and accommodate the public, the 
Tailroads “combined” to make these through arrangements. The initial 
road—that on which the freight originated—gives a through bill of 
144 A—fink- 2 
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lading and receipt, guaranteeing to deliver that freight in Chicago, and 
it assumes all the responsibilities of a forwarder beyond the line of it® 
own road. 

Q. You are speaking now of freights going west?—A. Yes, or freight® 
coming east ; not only to and from Chicago, but to and from all the 
little villages and hamlets of the country, even where there is no rail¬ 
road communication. 

ADVANTAGE OF THROUGH BILLS OF LADING. 

The railroads are now in the habit of issuing through bills of lading, 
guaranteeing the delivery of goods at destination, collecting the charges 
from each other, so that the shipper has nothing to do but to ship his 
goods to the consignee at the point of destination who, upon receiving 
the freight, pays the full charge. This saves a great deal of labor to 
the shipper. 

That system is now in full operation throughout the country. Per¬ 
haps in no country in the world is it so perfect as here. You can get a 
rate to any point in the country and get a through bill of lading. 

Now, in order to give a rate to a shipper to any point in the coun¬ 
try, it is necessary that the railroads should come together and estab¬ 
lish the rate, and that it shall be understood and made known to the 
public. It is one of the objects of this association to do that. In 
other words, instead of a shipper having to deal with forty or 
one hundred railroads, these roads are practically operated as if they 
were a single road, so far as the accommodation of the public requires. 
Taking the several roads from here to Chicago constituting one route, 
not only is it necessary that they should agree among themselves, but 
there are about fifty different routes or combinations of routes, by which 
goods can be shipped from here to Chicago, and in order to give people 
one uniform rate from here to Chicago all the roads constituting these 
routes have to come together and agree upon uniform rates. The ques¬ 
tion is what shall that uniform rate be. 

FACTORS IN FIXING RATES. 

The idea generally entertained is that railroad companies can ask 
anything they want. But, there is the competition with water routes, 
the competition in the markets for the articles to be transported, and 
other conditions influencing rates. The point is for the managers of 
these roads to come together and study the conditions under which 
they have to do business, and to adapt their rates to these conditions so 
that they may induce shippers to ship by the railroads. That is the 
problem. What the rate shajjl be is a matter of judgment and expe¬ 
rience. If you make a rate that does not bring you any business, it 
is very soon found out. 

Q. Is the result of that, practically, that all have to ship at that rate 
at which the route having the greatest advantages can do it?—A. All 
roads have to conform to the rate that is charged by the road that can 
or wants to make the lowest rate. 

Q. But still the road that can carry at the lowest- rate wants to get 
all it can?—A. Of course it does, and so do all the others, but the rates 
are limited by competition and condition of trade. 

Q. And is there not, on the other hand, a tendency among the other 
roads to hold the charges as high as possible, and is it not to the inter¬ 
est of that road having the greatest facilities to conform to that higher 
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rate, and make all the more profits ?—A. It is to the interest of all to 
get as much freight as possible; it is for their interest to make such a 
rate as will induce freight to move. If you charge too high rates you 
get very little business, and it is better to encourage business and get 
more at reasonable rates. Of course there are certain limits to which 
only you can go, below which the business becomes unprofitable. 

Q. Here are four routes, one of them a weak route, but having, by 
far, the greatest natural advantages, and able to carry really cheaper 
than any other; and the other a very strong route, but likely to be in¬ 
jured in its business if the cheaper and weaker route is used as the 
carrier. How would the rates be fixed in that case? 

THE CHEAPEST ROUTE FIXES THE RATE FOR COMPETING ROUTES. 

A. In that case, as a rule, the cheaper and weaker route would not 
care about the others. If they could make a rate so low that they could 
make a profit on it, and the other road would lose money, they would 
make the low rate. 

Q. It is a matter of calculation of interest, of course, but I would like 
to know what the fact is in the operation of this calculation. Do these 
weaker roads, with greater facilities, practically fix. the rates at such a 
figure as they can carry and do the business, or do the stronger roads 
who would be injured by low rates succeed in fixing the rates? 
Take the New York Central, for example, and suppose (without discuss¬ 
ing whether that be the fact or not) that it is a very much stronger road 
than the Baltimore and Ohio, but that it cannot do such business as 
would naturally come to the Baltimore and Ohio route at the same rate 
at which that business can be done by the Baltimore and Ohio road— 
then would not the stronger route fix the higher rate, and would not 
the weaker route, carrying out the higher rate, be able to make more 
money than if it had a larger proportion of the business and carried 
that at as low a rate as possible; and to avoid that might not the New 
York Central say, “We will fix it at this rate?—A. 1 do not think the 
New York Central would have any influence, in such a case upon the 
Baltimore and Ohio. The principle upon which they all act is that each 
road wants to make the most money that it possibly and legitimately 
can make. The question is, what rate will do that? If'the rate is 
too high, they won’t get the business, and if too low, they won’t make 
much money. It takes a good deal of experience in order to fix the 
rates properly. 

Q. Is it or not a matter of fact, in the operation of this pool or as¬ 
sociation, that the road able to carry at the lowest rate fixes the rate?_ 

A. Yes, it is. It fixes the rate for all the others. That is the rule and 
the fact, and the rule is established simply because the other roads 
which want to charge higher rates cannot help themselves. Whenever 
a road wants to make a low rate nobody can keep it from doing so. 

Q. If that is so, why is there an advantage in the combination?—A. 
The advantage of the association is, that all competitors know what that 
rate is and can conform to it. 

Q. Simply for publicity as to what the charge is?—A. Yes; but, of 
course, the roads consult together. Each one has studied the existing 
conditions; each has agents all over the country, who know what rates 
are necessary in order to move the business; there are hundreds of agents 
all over the country that get information from shippers and merchants 
as to what is necessary in order to move the freights, and they report 
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this information to their chiefs, and these come together, compare notes, 
and determine wlmt tlie proper rates should be. 

the association a clearing-house for railroads. 

Q Is it true, theu, that in its primary capacity your office is a great 
u intelligence office ” for the railroadsA. It is, as I said before, a clear¬ 
ing-house, in which the railroads come together and compare notes and 
adopt the necessary measures to meet the ever-changing condifaons. 

Q. These rates are published, I suppose?— A. All the rates ag ee 

to. .tot 1 broke m -joe tt. «™t 

the reasons for the existence of this office, and the methods employed 
in it. 

ITS COMPARISON TO THE FEDERAL SYSTEM FOR STATES. 

I might explain further, that the relation of this office to the various 
railroads having established it is pretty much like the relations of the 
Federal Government to the several States. It attends to the general 
business in which all the roads are interested, the same as the Federal 
Government transacts the business in which all the States have a com¬ 
mon interest. If, for example, each State were allowed to make its own 
tariffs, and levy tolls and duties on commerce, without any restraint or 
agreement between all the States, it would lead to a terrible condition 
of affairs; and so, likewise, it would if all the railroad companies should 
do the same thing each for itself. To compare the railroads under the 
organizations which I have explained with the States under the Federal 
Government, each road would represent a State. If each road, acting 
for itself, would make its own tariff, levying its own duties, you can see 
that it would lead to a great deal of confusion, just as it would if the 
separate States of the Union were to establish tariffs and collect duties 
separately, each for itself. The railroads have established a general 
government; all roads come together and legislate as to the uuitorm 
tariffs and freights that should be charged, and appoint an executive 
officer to see that these tariffs are complied with. The fact that in all 
countries where there are railroads there are these institutions in a more 
or less organized form, indicated the necessity for them. 


“RAILROAD UNIONS” IN GERMANY. 

In Germany they have what they call the “ Railroad Unions,” dealing 
with the same questions that we (leal with here in my office. 

Q. Something like a trades union ?—A. The trades unions are of the 
same character. 

Q. It is a trades union among the railroads 0 ?—A. A trades union, 
whether among railroads or among the merchants, such as the chamber 
of commerce or produce exchange, or a union among the merchants or 
laborers. All have the same object, to improve the condition of the 
members composing the union. 

Q. You can hardly attack the principle upon which one is founded 
without assailing the principle of the other?—A. I am in*favor of all 
unions for the purpose of effecting good for the people;, no matter what 
they are called. The same principle underlies them all. Sometimes, 
of course, the execution is different from what the theory is. 
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Q. Abuses might arise out of a good system ?—A. Yes. But the 
principle is right. 

RAILROAD CLEARING-HOUSE IN ENGLAND. 

f 

In England the railroads have what is called a “ clearing house,’ 
which is an incorporated association formed by all the railroads, or 
nearly all the railroads of England. In that clearing-house they deal 
with the same questions that we do under different rules and organiza¬ 
tions. The English clearing-house makes the money settlements be¬ 
tween the different roads, instead of each link in the chain ot routes 
settling with the other; they settle through the clearing-house. The 
clearing-house is incorporated by the Government aud it has worked 
for the last twenty or thirty years very satisfactorily. 

Q. Do I understand you that its functions and action are very much 
the same as those of your association 1 ?—A. Yes; jts practical working 
is the same, except that it takes into account the settlement of money 
matters, which is not yet done here. And here I may say that it is 
very unfortunate that these railroad associations here, in this country, 
have been called “ pools.’’ This a very misleading term. What might 
more properly be called a “pool” is an entirely different thing, and I 
will explain this further on. You might just as well call the associa¬ 
tion of merchants, known as “chamber of commerce,” or “produce 
exchange,” or the “ Government of the United States” a “ pool.” 

Q. This association is a purely voluntary association, while that in 
England is an incorporated one"?—A. Yes. They have the right to col¬ 
lect debts and enforce rules among themselves, which we have not here. 

Q. That is, they may do so through the courts of law ?—A. Yes. It 
is a very excellent institution. 

Q. This is a voluntary association here?—A. Yes, altogether. 

Q. Yet is it so far a matter of contract that the agreements might be 
made subject-matters of litigation in case of breach ?—A. This question 
has never been tested. I think myself that it ought to be made so. 
And, I also think, an institution like ours ought to be incorporated in 
order to make it so. We find a great deal of difficulty in carrying out 
our arrangements, because any man can withdraw from it who sees tit, 
or violate the established rules without being punished. 

Q. It is simply now an arbitration which cannot be enforced by law?— 
A. I suppose it might be enforced by law even now, although it has 
never been tested. I suppose any legitimate agreement between parties 
might be enforced. 

RAILROAD PROGRESS LIES IN CONSOLIDATED MANAGEMENT. 

1 have shown the necessity, and the benefits to be derived from the 
railroad companies working together in this way. In fact, it ought not 
to require much argument to show the necessity of it. I think the gen¬ 
eral drift of public opinion lias long been that the railroads should all 
be under one government—and under the National Government—and 
that arises from the fact of difficulties coming up in the management of 
so many different railroads which makes it almost impossible to carry 
on the transportation business in a proper way. The same difficulties 
were experienced in all countries. In Prussia all the railroads are oper¬ 
ated now under state control. Prussia has purchased all the railroads 
of tbe state. The reason for that is precisely the same as the reason 
for our associating together, and trying to work the different railroads 
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as one railroad. The experience of the whole world is in the direction 
of uniform and consolidated management—at least of tne commercial 

1 Q. The u commercial part”—what other part is theret A. There is 
the technical management of railroads. That, of course, might be et 
to each separate corporation as they would most intelligently and leadi y 
attend to it, although co-operation in that is desirable. 

O That is, the care of their road bed and rolling stock and then cor¬ 
porate existence, etc. ?—A. Yes; and also the management of their loqal 
affairs. This association only takes cognizance of competitive business, 
when more than one road are interested in the business. The local busi¬ 
ness can be best done under the management of the local authorities. 
They can understand it better, and it would be a very bad plan to have 
the management of all the railroads of the country centralized in one 
office. It ought only to be centralized to the extent necessary to con¬ 
duct the general business of the country, in which all or many roads are 
interested, so as to prevent confusion and war, and all the consequences 
that would follow war. The local development and management ought 
to be left to the local interests, as the management of purely State affairs 
is left to the separate States; the General Government of the country 
attends only to affairs in which the States have a joint interest. So 
with the railroads. Let each road manage its local affairs according to 
the circumstances of the case, and only co-operate in the general gov¬ 
ernment in establishing tariffs that affect business beyond their line of 
road and which affect other roads than their own. 

The Chairman. Were you going on to other matters ? 


REASONS WHY RAILROADS CANNOT FIX RATES ARBITRARILY. 

The Witness. Having shown the necessity for this association, I want 
now to remove the impression that exists—although I think I have al¬ 
ready partially done so—that these combinations could control rates in 
such a way as" to exact more than a fair compensation for the services 
performed. This is also a very broad question, and if you should think 
I go too far into detail I wish you would stop me. 

The Chairman. We would like to go as far iuto detail as you have the 
slightest inclination to do. The more explanation of these matters we 
get the better we can understand them. 

The Witness. The rates of transportation are not in the power of 
the railroad companies to fix, arbitrarily. They are regulated by so 
many conditions and influences that there is no danger that the rail¬ 
roads can exact unreasonable compensation. The danger, I think, is 
rather the other way. The question is w T hether the railroad companies 
can carry on business at such low rates as are forced upon them. Not 
only the water-way, as I have explained, control the rates almost com¬ 
pletely—limiting them, at any rate, within very narrow limits—but the 
competition of the markets for the products that are to be carried is 
another great factor in fixing railroad transportation rates. The price 
of grain, for example, is not fixed by railroad companies; but is fixed in 
the markets of the world. That price is generally regulated now by the 
Liverpool market, and if railroads want to carry any grain they have 
to carry it at a price that will enable the producers to compete in the 
Liverpool market with the markets of the world. The East India 
wheat, and Black Sea wheat, have even become factors in making rail¬ 
road rates from Chicago to New York. There is therefore no danger 
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whatsoever of any excessive charge being made. The object of this 
association, as I have said before, is to fix upon a uniform rate. The 
limit of the rate generally is very closely fixed. This is the case with 
every commodity. Take, for example, sugar. That article is now being 
carried for 25 cents per 100 pounds, from New York to Chicago. That 
is a quarter of a cent a pound, which is a very small charge upon that 
article for its transportation over such a distance, nearly 1,000 miles. 
The reason for this low rate is that sugar is carried to the West by the 
Mississippi River. New Orleans is a great sugar market, and if the 
railroads of the East want to compete with this market the rates must 
be fixed so low as to meet that competition. There are other articles 
that require very low rates in order to be transported at all. For ex¬ 
ample, coal and iron, and all like heavy and cheap articles. The tariff 
is fixed by the market price for the products in different places in the 
country. The railroad transportation charges can never be more than 
the difference between the market value of the articles in different 
markets—that determines for the railroad companies their charges in a 
great measure. And therefore this cry about the railroad companies, 
or a railroad combination exacting arbitrarily from the people unjust 
compensation for their services is all gotten up for other purposes than 
to tell the truth. 

RELATIVE IMPORTANCE OF LOCAL AND THROUGH BUSINESS. 

Q. I wish to ask you a question now, which, if it interferes with your 
continuous answer, you may let pass for the present and take it up 
later. I want to learn from you in which way the country pays most 
to the railroads—whether in the form of rates or charges such as are 
arranged through your association, or for local rates or charges ? That 
is, which is the greater source of income to the roads of this country, 
as a whole, the through business or the local business ?—A. That is 
very different on different roads. 

Q. But, 1 say, take the country as a whole. Do people pay more as 
local charges, or as through charges?—A. You mean in the aggregate? 

Q. The aggregate.—A. I could not tell you that without looking 
further into the matter. 

Q. Could you tell what it probably is over the roads that are in your 
association—which is most important to them, in other words—the 
through business or the local business?—A. The local business is the 
most important. The through business is a mere incident of the busi¬ 
ness of a road. 

Q. Is not the effect of all this to sacrifice the interests of people who 
live along the line—paying these local charges—to the interests of those 
who make long shipments between these competitive points?—A. I 
think the effect is quite the reverse; the through business is more often 
the protection of the local business. 

Q. Including passengers and all ?—A. Yes. 

Q. In that connection I would like a full explanation of this apparent 
conflict between the through and the local charges. 

LOCAL CHARGES APFECTED BY THROUGH CHARGES. 

A. The local charges are, in a great measure, affected or regulated 
by the through. In the case of a railroad war, where the roads lose 
money on the through business, they would of course try to make it 
up on the local business; and the local charges would in comparison 
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with through charges be much higher ancl unjustly discriminating. 
Hence, the operation of the association is to maintain a paying through 
rate, as high as it can be got (which is never very high), and in that 
way they can rather lower the local rates and properly adjust them to 
the through rates. The principle that is adopted by most railroads is, 
that when a proper, a reasonable, and profitable through rate is estab¬ 
lished, they graduate their local rates by it. 

Q. What is the relation between them ?—A. For example, the Penn¬ 
sylvania Eailroad would not charge more to a place 50 or 100 miles this 
side of Chicago than to Chicago, and they might charge less—not, per¬ 
haps, in full proportion to the mileage, but to some extent so. They 
would graduate the rates this side of Chicago on the Chicago rate. But, 
when there is a war of rates—when they charge only 10 cents to Chi¬ 
cago, they cannot reduce their local rate in proportion: then rates to the 
local points are comparatively higher. That constitutes one of the great¬ 
est objections that people have to railroad tariffs when rates are com¬ 
paratively so much lower to competitive points than to local points. 
This can all be done away with. When the through rates are maintained 
reasonably high, then they can adjust their local rates accordingly, and 
keep the local tariff's in line with the through tariff's so that there will 
be no unjust discrimination—so that a man 20 miles this side of Chicago 
will not have to pay more than a man at Chicago, which he would have 
to do in case of a railroad war. In a properly regulated tariff' that does 
not occur. That is the reason why through rates should be maintained. 
It protects the local shipper. It does not make so much difference to 
shippers what the absolute rates are, the comparative rates are of more 
importance. 

GRANGER LAWS. 


The low rates at competitive points, compared with high rates at local 
points gave rise, I think, some years ago to the Granger legislation in 
portious of the West. In the State of Illinois, for example, the roads 
were crossing each other at every 10 or 12 miles, and wherever two 
roads crossed they went into a fight with each other, and put the rates 
down to almost nothing, while on each side of the competing stations 
they kept them up; and that led to a great dissatisfaction among the 
people, and justly so. The railroad managers have learned something 
b> that experience, and are trying to keep up the through rates and 
adjust local rates in proportion. This unjust discrimination formerly 
practiced, has now, in a great measure, been done away with. That is 
one of the advantages of these associations, regulating the competitive 
tariffs. Whenever a tariff is fixed from one point—for example, from 
Chicago—those to other points are adjusted accordingly and kept in 
harmony with each other; this prevents unjust discrimination. 


RELATION OF RATES ON LONG AND SHORT HAULS. 

Q. Are there instances where more is charged for the shorter haul 
than fortheloiiger one ? For instance, more charged for drawing freight 
from Philadelphia to some point between Philadelphia and Chicago 
than from Philadelphia to Chicago f—A. No; they are not when through 
tariffs are maintained. But there are instances where a rate to an in¬ 
termediate point may be higher than a rate for a longer distance. For 
instance, from here to New Orleans the rate may be 40 or 50 cents per 
hundred pounds, and to Atlanta perhaps a dollar; but this is not un¬ 
just discrimination, and does not operate against Atlanta. Points that 
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are not on water-courses liave to pay more than points that are; that 
is in the nature of things, and railroads, of course, have to conform to 
the settled state of affairs. Railroads do sometimes engage in carrying- 
business from here to New Orleans for 50 cents, in order to compete with 
the steamship lines, while they charge a dollar or more to Atlanta, an 
intermediate point. 

Q. What is your view of it? Ought not these railroads to leave the 
business to the water-routes?—A. They will not do that, and it is better 
for the public that they should not. They keep the steamship lines in 
order. This sort of competition is constantly going on. 

KEENNESS OF LAND AND WATER COMPETITION. 

We had an example the other day of a case where a line running from 
here to Savannah went into the Louisville and Cincinnati business. In 
order to secure business from here to Cincinnati, they took it to Savan¬ 
nah first; the goods are then about as far from Cincinnati as when they 
started from New York. That is the kind of competition that is con¬ 
stantly going on. If roads cannot do the business for one price, they 
will do it for another as long as they can do the business without actual 
loss of money. 

Q. I suppose that as the interior is absolutely dependent upon rail¬ 
road communication for its shipments (before those shipments can reach 
any sort of water communication), the railroads must be able to make 
such charges as will enable them to exist; otherwise, they could not do 
the business at all ?—A. Yes; of course, they must make higher charges 
but they are even limited by the water competition. Atlanta is an in¬ 
terior point, and the rates are higher to that place, perhaps, than to 
other places. Yet, there is water communication from here to Savannah 
and from here to Charleston, and a very short rail line from there to 
Atlanta, so that the water routes again control the direct railroad lines. 
The rogd running from here direct to Atlanta cannot charge more than 
is charged by the steamship company running to Savannah or Charles¬ 
ton; and so that fixes the rate again. So, you see, that at every point 
you can mention there is some restraining influence. 

Q. Do you believe that rates are cheaper between New York and New 
Orleans by water than if there were no railroad communication between 
New York and New Orleans ?—A. I know that there was a war be¬ 
tween railroads and steamship companies for months and months, and 
they were cutting freights down almost to nothing—25 cents a hundred 
to New Orleans. 

Q. Do you think those wars have increased the cost of railroad trans¬ 
portation to the interior?—A. Oh,no. Those wars are only carried on 
temporarily. When the war is over they come back to paying rates. 
Still, the steamships and railroads keep each other in check. If the 
steamship company can make a low rate, and they always can make 
much lower rates than railroads, they won’t make it profitable to a rail¬ 
road company to' come in and take away business. Their object is to 
keep the rate so low that the railroad company cannot do business, or 
at least make it unprofitable for them. That is an influence that oper¬ 
ates constantly in fixing the rates. 

TENDENCY OF RAILROAD CHARGES TO A REDUCTION. 

Q. What has been the effect on the course of transportation charges 
since the organization of this association of yours ?—A. As I said be¬ 
fore, all these railroad charges are entirely independent of these asso- 
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Nations. It can be shown from the experience of these associations 
that the tendency of rates is to go down constantly if not arrested by 
them. When the Southern Railway Association was first formed the 
rate from New York to Atlanta was $1.60 on first-class goods. Now it is 
$1.25; and I think that in a very short time it will be $1. These rates are 
always regulated by oilier factors than by the association. The associ¬ 
ation simply conforms to the conditions under which the rates must be 
made; but if you would go through these statistics you would find that 
the tendency of rates is constantly to be lowered. The rates, for ex¬ 
ample, to-day, on grain are much less than they were three or four 
years ago, but can never be as high again. 

SUFFICIENCY OF TRANSPORTATION MEDIA. 

Mr. Pugh. Are the railways and water-ways combined able to furnish 
transportation sufficient for the surplus food crop that seeks market ? 

The Witness. At this present time? 

Mr. Pugh. Yes. 

The Witness. Oh yes, sir; more than sufficient. 1 think we have 
some facilities to spare. 

Q. You mean that the means of transportation are sufficient for the 
surplus food crop of the West?—A. Yes, sir. So far they have been. 
In fact, there are two new Eastern trunk roads built that carry that 
business now, in addition to the five that existed before, and they are 
not only sufficient to carry the amount of the crop that is raised both 
for the domestic consumption and for export, but they have not enough 
work to do. 

PROPORTION OF FREIGHTS CARRIED BY RAILROADS AND WATER¬ 
WAYS, RESPECTIVELY. 

Q. You say that about 60 per cent, of this freight is carried by the 
water-ways?—A. I said that of the grain coming, during the summer 
months, to New York; about from 40 to 60 per cent, of it comes by 
canal. 

Q. When the canal is open, it carries about 60 per cent.?—A. Yes,of 
the grain that comes here to New York. 

Q. The bulk of that crop comes over the railroads before the canal is 
closed up by the ice ?—A. I suppose 20 per cent, of the total receipts of 
grain at the Atlantic seaboard would be carried during the year by the 
canal; but it differs in different years. Sometimes the canal carries less, 
and sometimes more, and from 40 to 60 per cent, of the grain received 
at New York would come here by the canal during the navigable 
season. 

Q. From 40 to 60 per cent, is carried by the water-ways while in com¬ 
petition with the railways?—A. Yes, to^New York; and only 20 per 
cent, of the total shipments to the Atlantic seaboard during the whole 
year. 

Q. The balance of the crop, then, that is on hand for shipment, when 
the water-ways are closed up by the ice, is left to come by the railroads 
alone, and they have to furnish the means of its transportation ?—A. 
Well, not alone. There is the Mississippi River, you know. 

Q. But I mean for eastern ports and markets?—A. Yes. 

Q. Now, are the freight rates the same in the summer months, when 
the roads are in competition with the water-ways, as they are when the 
ice closes up the water-ways and the railroads enjoy a monopoly of the 
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freight—do the tariff rates continue the same 1 ?—A. Eates are generally, 
if not always, lower in summer than in winter. 

Q. Then, in the absence of the competing power of water-ways the 
freights are raised by the railroads? 

SUMMER AND WINTER RATES —REASONS FOR THEIR DIFFERENCE. 

A. The freights are raised by the railroads, yes—if they can—if the 
market is so that they can raise them. 

Mr. Pugh. We understand the reason. It is the absence of compe¬ 
tition. 

The Witness. May I suggest another reason ? 

Mr. Pugh. Certainly. 

The Witness. During the summer time the railroads carry the grain 
to the East for less than it costs them to do the work, if interest on capital 
is included in cost. In the winter time they try to charge a little more. 

Q. To make up?—A. No; to charge more nearly what it costs them 
to do the work. Even in the winter time they do not charge more than 
it costs. I think they generally charge less. Grain transported to the 
East at a 25-cent rate, for example, at present does not pay the railroad 
companies enough to pay the interest on their investment, or a proper pro¬ 
portion of it; aud, therefore, whenever the competition allows, they put 
in rates that will pay them something. That is the reason they raise the 
rates in the winter time. There is another reason that could be given, 
namely, the increased cost of operating roads in winter—though this is 
not the real reason—the real reason is that they can get pay for their 
work in winter time; in summer time they have to do work almost with¬ 
out profit. If you take the difference in cost of transportation for grain, 
I mean of doing the work in the winter time as compared with summer, 
I think it would alone justify the increase made in the charges. In 
winter time, when the snow is on the roads, perhaps five locomotives 
may be required to haul a train, while in the summer time it can be 
hauled with one; and the extra cost on account of delays and stop¬ 
pages and interferences by snow, etc., would justify an increase in the 
charge for transportation. If the charge in the summer time was a 
proper one, it might, in the winter time, be higher, and still be a proper 
one; or if the charge in summer time was too low, an increase in win¬ 
ter time would still more be justified. But this, I say, is not the reason 
for making the advance. The reason is that the roads can get more 
for the service, and they are entitled to more as long as the rates charged 
are perfectly reasonable. 

Q. I understand you to say that the water-ways are the real regu¬ 
lators of the tariff rates on 3 our railroads?—A. Yes. 

Q. And that, notwithstanding this combination of the trunk-lines and 
their connections, the rate of freight is regulated by the water-ways?— 
A. Regulated, yes. 

RATES FIXED WITH A VIEW TO MOVING THE CROPS. 

Q. Now, when the water-ways are not in existence, of course that 
cannot be the fact?—A. Oh, yes; they have an indirect influence in 
regulating the rates. I thought I had explained that. 

Q. Yes ; that the crop lies over and waits?—A. Yes. 

Q. Well, would not the crop suffer if it were kept on hand; would 
not grain and meat suffer?—A. And so would the railroads suffer if 
they had nothing to carry. This is the reason why the railroads furnish 
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facilities and make rates under which the people can market their goods* 
The railroads never charge so much as to prevent the movement of the 
crops. The companies are interested in moving the crops, and must 
conform their rates to the market value of the articles they carry. If 
they would make a rate that would shut out the farmer from the market 
in the winter time, or would ruin his business, they would also ruin the 
railroads. 

Q. Well, when the ice closes the water-ways there is a large portion 
of the crop to ship, and that is entirely dependent on the railroads for 
transportation?—A. Immediate transportation, yes. 

Q. And when that condition of things exists as to that portion of the 
food-crop unshipped, the railroads are masters as to the freight rates?— 
A. I beg your pardon, they are not masters. As I have explained, if 
the prices of these articles are low in the market that obliges the rail¬ 
roads to give such a rate as will move the crop. That is a considera¬ 
tion that enters into the making of rates. The roads cannot charge 
what they please. 

Q. They are restrained ?—A. Yes; by the market value of the articles 
seeking transportation; that is, by the competition of the grain in the 
markets, and that influence exists during the whole year, in winter or 
summer. This is the limiting condition in making transportation rates. 
The competition in the markets regulates the rates, and that competi¬ 
tion cannot be shut out by any combination of railroads whatever. 

M. You leave, then, a margin of profit, in order to induce shipment?— 
A. Of course. 

Q. If the producers and merchants could not make anything by ship¬ 
ping it to market, of course there would be no shipment?—A. No. 

Q. Then you look to the profit in the market to determine the amount 
of your freight rates?—A. Not so much to the profit as to the values of 
the article in different markets. 

Q. Of course; but the market price decides the amount of profit to 
the producer?—A. Yes. 

Q. And the producer has to take out the freight rates, of course, and 
then what is left him in the market is the inducement which he has for 
shipping?—A. Yes. The producer and the railroads have to work 
together. The producer or merchant confers with the railroads and 
states what is needed to carry on his business; and it is a matter of 
barter between the shipper and the railroad company what rates shall 
be charged. Both are anxious to move the crops, and both are depend¬ 
ent on each other to move them. The railroad man and the shipper, 
it must be supposed, are both intelligent men, and they will make an 
agreement that will be to their mutual advantage. That is the way all 
commercial transactions are conducted. 

Q. What is the present rate on a bushel of wheat from Chicago to 
New York by railroad ?—A. Fifteen cents a bushel—25 cents per 100 
pounds. It is nearly 1,000 miles of transportation, and, as I said before, 
it does not pay the cost of moving the grain, if a proper compensation 
tor the investment in the roads is considered. 

Q. In the winter time what would it be—when the canals are closed?— 
A. Last year the highest rate was 30 cents, and the year before it was 
3o cents. During the whole winter, when there was ice on the canals 
and on the lakes, the railroads charged last year 30 cents, which was not 
more than they charged in the summer of 1882. The grain was not 
moving very freely, aud hence the very low winter rate. The rate was 
Jo cents in the winter before, and it is not five years ago since it was 
o cents m the winter and 35 cents in the summer. Everything is going 
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down. The rate this last winter was 30 cents, only 5 cents per 100 
pounds higher than the summer rate. 

Q. From your general information, how much profit would that 5 cents 
per 100 pounds make in the aggregate business of the railroads'?—A. 
That 5 cents is only upon grain. Unfortunately, I have not the figures 
with me, but I would like to give you that information. 

MISCONCEPTION AS TO RAILROAD PROFITS. 

A gentleman, who is now no longer living, estimated a short time ago 
that the exactions of the railroad companies by increasing the railroad 
rates 5 cents per 100 pounds would amount to $900,000,000 a year, while 
at that time the truth was that the total earnings of all the railroads of 
the country for all the freight and passengers transported over them 
were only about $500,000,000. I would like very much to give you that 
information, as I made the calculation at the time to show that the esti¬ 
mate was slightly overdrawn, as it is hardly possible that you can make 
an overcharge of $900,000,000 out of total earuiugs of $500,000,000. 

By Mr. Call : 

Q. You said that $900,000,000 were realized by imposing an additional 
charge of 5 cents"?—A. That was the estimate presented to the Anti- 
Monopoly League when that League was first organized, two years ago. 

TOTAL ANNUAL RECEIPTS AND EXPENDITURES OF AMERICAN RAIL¬ 
ROADS. 

Q. And your calculation showed that the gross receipts were only 
$500,000,000?—A. Yes; the gross receipts of all the railroads in the 
country were then only $500,000,000. Of course, out of that about three 
or four hundred millions were paid out for working expenses. 

Q. Have you in your mind at present what the gross receipts are 
now ?—A. Yes; last year the gross receipts were about, in round figures, 
$700,000,000 for both passenger and freight business. The freight re¬ 
ceipts were about $500,000,000 last year; that is on 112,000 miles of 
railroads which reported their earnings. 

Q. What are the net receipts; have you any idea?—A. The net receipts 
were about $300,000,000, the gross receipts being about $700,000,000. 
The dividends and the interest on the bonds had to be paid out of about 
$300,000,000. I think the stockholders got about $100,000,090 of that. 
It is about 3 per cent on the stock. 

Q. On the capitalization ?—A. No; on the stock. Aud the bond¬ 
holders get about 5 per cent. The whole railroad capitalization is 
$7,000,000,000, and about half of that is stock and half bonds. 

Q. You mean that there are $7,000,000,000 invested iu railroads?— 
A. Yes. Of which about half is represented by bonds and the other half 
is represented by stock. 

Q. And the whole amount of dividend on the bonds is 5 per cent. ?_ 

A. Yes; and on the stock 3 per cent. 

INDEBTEDNESS OF RAILROADS, STOCK AND BONDS. 

By the Chairman : 

Q. Are the railroads of the country bonded to as large a sum as their 
capita? stock ?—A. The total indebtedness of the railroads is represented 
one-halt by bonds and one-half by stock, in round numbers. Out of 
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the $7,000,000,000 there is about $3,500,000,000 in bonds and about an 
equal amount in stock. 

Q. Then the bonded indebtedness of the railroads is the same, or sub¬ 
stantially the same, in amount as their stock capitalization ?—A. About 
the same; I only give the round figures. 

Q. Do you call that indebtedness ?—A. Yes. 

Q. It is an investment on which they are entitled to dividends, per¬ 
haps, after the interest is paid upon the bonds ; but do you mean that 
the stock is a debt except in the sense that it is entitled to a divi¬ 
dend % —A. Well, it is a liability of the company to the individual stock¬ 
holders. I do not know that it makes any difference what you call 
it. There is about one-half bonds and one-half stock that makes up 
the whole capitalization of the railroads; very nearly so. 

Q. First, the bond is the prior claim, and that is entitled to its inter¬ 
est, and if there is anything remaining of the net profits it is distributed 
in the form of a dividend to the stockholders'?—A. Yes, and that divi¬ 
dend is 3 per cent. A great many roads do not pay any dividend, but the 
average dividend paid is about 3 per cent, on all the roads. I think if any 
proof is wanted to show that the stockholders do not get excessive 
profits, that would be enough to establish that fact. 

By Mr. Pugh : 

Q. Before going back to the subject about which we were inquiring, 
I will ask you in connection with this point this question : You say 
that the capitalization of the road is divided into stock and bonds?— 
A. The capital invested in the railroads of the United States is repre¬ 
sented partly by stock and partly by bonds. 

Q. Now, in making up the amount invested, how do you get at it; 
do you add the stock and the bonds together ?—A. Each railroad com¬ 
pany’s indebtedness is shown by its reports. 

RATIO OF STOCK AND BONDS TO ACTUAL COST OF RAILROADS. 

Q. In ascertaining the cost of a road, you combine the stock and the 
bonds?—A. You can hardly call it the cost of the road. 

Q,. That is what I want to inquire into, and how this combination of 
stock and bonds compares in the aggregate with the actual cost of the 
road?—A. That I do not know. I could not tell. 

Q. Have you no judgment on that? Have you never thought of that 
enough to give us an estimate?—A. I have thought of it a good deal. 

Q. What is the difference between the actual money cost of the roads 
to the present holders and the amount of the stock and bonds that you 
mention ?—A. 1 think that you could not replace the railroads for the 
present capitalization—for the amount that is now charged against 
them in stock and bonds. 

Q. You think that the railroads could not be built to-day for what is 
summed up in stock and bonds?—A. I think they could not. 

By the Chairman : 

Q. That is they could not be built for $7,000,000,000 ?—A. They could 
not be built for $7,000,000,000 as they are, with all the improvements 
and the rolling stock, etc. My reason tor saying so is that when you 
examine in detail the cost of the roads you find that the capitalization 
is about $60,000 per mile. The question is, could you now duplicate or 
replace the railroad system for $60,000 per mile. * 
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AMERICAN RAILROADS CANNOT BE DUPLICATED FOR $60,000 PER 

MILE. 

Q. Including the rolling stock and all?—A. Including rolling stock 
and all; and in ray estimation (and I think I know something of the 
cost of railroads, for I have built a great many) you could not replace 
them for $60,000 per mile to-day. While there is no doubt a great deal 
of watered stock, yet, on the other side, there are a great many rail¬ 
roads that have gone through bankruptcy, and their stock has been 
wiped out, and if you put one against the other you will find that 
$60,000 per mile is not enough to build the present railroad system of 
the country. 

Q. How many miles of railroad are there in the country?—A. One 
hundred and twelve thousand miles. Some of those miles cost two or 
three millions of dollars per mile; others only $20,000 a mile, which is 
perhaps the least that you could build a railroad for. The rolling stock 
alone of these roads is worth perhaps six or seven thousand dollars per 
mile. Then you have to take into consideration the interest that you have 
to pay on railroads while they are being built; that is a proper charge 
against the cost. Some railroads have been building ten years, and 
had to pay interest perhaps on half their cost during that time. I think 
a small computation of the interest on railroads while building is about 
four or five thousand dollars per mile. Then there is the discount 
when you have to sell bonds perhaps at 60. Some roads have been 
fortunate enough to sell at par while building, but very few. That item 
of discount may amount to from four to six thousand dollars per mile. 
Then the terminal facilities cost a great deal—the shops, depots, water- 
stations, and the ground for depots, shops, etc. When you count all that 
up, I am satisfied you could not to-day build the railroads of the coun¬ 
try for less than $60,000 per mile, and all this talk about stock-water¬ 
ing—while that is a very objectionable feature of our present railroad 
system, so far as it affects the cost of the roads—is greatly over-esti¬ 
mated. You always hear talk about stock-watering, but never about # 
bankrupt railroads, whose stock has been altogether sunk. Some of 
the railroads have gone into bankruptcy two or three times, and some 
will go through it again no doubt. 

By Mr. Pugh : 

Q. Then you state it as a general fact that the stock and bonds in the 
aggregate fall short of the actual market value of the roads?—A. You 
have to make a difference between market value and cost. 

Q. I mean what they are worth in the market now ?—A. Some of our 
roads are worth nothing and the present capitalization may be all 
wrong, so far as their market value is concerned. These roads that 
pay no dividend have only a prospective value and are worth nothing 
to-day in the market. 

Q. They are dead capital ?—A. Dead capital. That is, to the stock¬ 
holder—not to the bondholders, or to the people who use the roads and 
get the benefit of them. 

Q. In your judgment what per cent, do the freight rates pay upon the 
capital—on the amount invested ? 

RAILROAD EXPENSES 60 PER CENT. OF RECEIPTS. 

A. The operating expenses of the railroads are about 60 per cent, of 
the earnings. The railroad companies pay out in cash in operating the 
roads 60 per cent, of what they take in. That leaves 40 per cent, to pay 


the interest on the bonds, and the dividends on the stock. This 40 per 
cent. amounts to 4£ per cent, on the capital. That is, the railroad com¬ 
panies by their present charges make enough net money to pay 4£ per 
cent, upon $60,000 per mile of road, or 3 per cent, to the stockholders 
and about five per cent, to the bondholders. They pay more ou the 
bonds; they have to pay first the interest on the bonds, and that leaves 
for the stockholders but 3 per cent, on their investment—on the stock 
as it is now reported. That is the result. On the $700,000,000 that they 
take in for passengers and freight, 60 per cent., or about $400,000,000, 
they pay out to their workmen and officers and employes and to the 
manufacturers who furnish the material and supplies, and to the manu¬ 
facturers’ workmen. 

Q. What is the proportion of that 60 per cent, that is paid to the 
actual laborers in the service of the roads without regard to the offi¬ 
cers—what percentage of that 60 per cent., I mean, goes to the em¬ 
ployes?—A. I could not tell you that without referring to statistics and 
papers, but I can tell you nearly enough. Nearly all of it goes out to 
laborers; if not to the railroad companies’ laborers, then to the laborers 
of the manufacturers that are engaged in furnishing supplies to the 
company. It is all labor really, except the x^rofits to manufacturers. 
The amount paid to officers and clerks is but very small, perhaxis about 
1 £ per cent. 

Q. I mean the railroad hands in the service of the company, those 
emxdoyed in running the road and keeping it in repair?—A. You mean 
the laborers on the track and the engineers, firemen, and conductors? 

Mr. Pugh. Yes, and roadmasters, and so on ? 

The Witness. I will make a rough guess. Fifty per cent, at least 
goes to the immediate laborers; but I leave that answer subject to cor¬ 
rection. Nearly the whole of it, however, really goes to labor of one 
kind or another. 

Q. You say that the freight rates are regulated by business rules and 
considerations that govern all investments and industries?—A. Yes. 

• Q. You meet together and consider these rules in making a decision ?— 
A. Yes. 

Q. You think that they are reasonable, of course, for the service?— 
A. I think, from the facts I have stated, one would be justified in form¬ 
ing that opinion. 

SHIPPERS NEVER SATISFIED WITH RAILROAD CHARGES. 

Q. What does the shix>per think of it ?—A. The shipper is never sat¬ 
isfied as long as he has to pay anything. You will find this the case 
here and all over the world. The shipper’s business is to get the rates 
down as low as possible, and to get as much service as x>ossible for the 
least money. The middlemen, the merchants and shippers, stand be¬ 
tween the railroads and consumers, and whatever deduction in charges 
the railroads make the middleman generally x^uts in his own x>ocket; 
hence they are always trying to get lower rates. 

Q. He pockets it?—-A. He xmckets it, and that is the reason why he 
is so interested in getting the rates down. He generally rex>resents him¬ 
self, however, as doing it for the benefit of the peoxde,* when it is really 
for the benefit of himself. The x>eople at large are generally satisfied 
with the transportation rates, and have reason to be so. 

FREIGHT ON BARREL OF FLOUR, CHICAGO TO NEW YORK (1,000 
MILES), 50 CENTS. 

To illustrate: See what it costs a man to get a barrel of flour from 
Chicago to New York; the railroads charge now 50 cents for carrying 
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200 pounds of flour 1,000 miles. I do not know Low much a man gen¬ 
erally consumes, but suppose a man eats a pound of flour per day, and 
if he does, he pays in the year for the transportation of his 365 pounds 
of flour about SO cents, 25 cents per 100 pounds. If he eats a pound of 
meat per day, the charge on that is 30 cents per 100 pounds. 

By the Chairman : 

Q. Have you not made a mistake in your calculation as to the flour; 
a man will eat a barrel and a half per year if he eats a pound a day f— 
A. The cost of its transportation is a quarter of a cent a pound. 

The Chairman. Ninety-one cents, I make it. 

The Witness. Call it 91 cents. 

The Chairmaij. That is saying nothing of the price of the flour 
itself. 

The Witness. So that a man pays about $1.90 for the transportation 
of all the meat and flour that he eats in a year. A laboring man earns 
that by a day’s work. Now, I do not think that is an unreasonable 
charge when you come to consider that for one day’s work a man can 
get the farms of Illinois brought right before his door. 

PROFITS OF MIDDLEMEN. 

But some of these middlemen go before the working people, especially 
when they want to establish an anti monopoly league, and talk of the 
exactions of the railroads, and yet I have no doubt that the grocer 
makes a profit of a dollar when the railroads get only 50 cents for carry¬ 
ing a barrel of flour 1,000 miles. The middleman merely for buying 
and selling gets more than the railroad for transporting it that distance. 
Yet the middlemen that produce nothing are the men who arouse dis¬ 
satisfaction among the workingmen by telling them that the railroad 
companies are their enemies, and are ruining them, and are taxing them 
to death, while the fact is that the railroads have been instrumental in 
supplying the laboring men with cheap food. 

CHEAPNESS OF RAILROAD RATES. 

If you go through the whole list of articles of consumption, you will 
find that the item of railroad transportation is very small compared with 
the cost of the articles. Take a suit of clothes, for example, shipped 
from New York to Chicago, weighing, say, 10 pounds. That is trans¬ 
ported for 7£ cents (75 cents per 100 pounds); the suit may cost any¬ 
where from $20 to $50. I do not think there can be any complaint of 
such a charge as that on such an article for 1,000 miles of transporta¬ 
tion. Then take a silk dress that weighs perhaps three pounds. The 
charge for that is § of a cent per pound, making 2£ cents for the trans¬ 
portation of a silk dress 1,000 miles; or take a pound of coffee—I do not 
know what a pound of coffee costs now, but we carry it to Chicago for 
£ of a cent. If coffee costs, as I am just informed, 11 cents per pound, 
the railroad company out of that 11 cents gets one-third of a cent. 
That is not a very extravagant charge, and I think nobody would 
object to paying that amount for the service rendered. Then take 
sugar. We carry sugar for a quarter of a cent from here to Chicago, 
and if the price of sugar is 14 cents per pound, I do not think the pro¬ 
portion which the railroad company gets for transportation is very large. 
The railroad charges really are a very slight proportion of the whole 
charge for these articles of consumption. If the railroads carried them 
144 A—FINK-3 
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foi nothing the price to the consumer would be very little affected 
thereby. 

By Mr. Pugh : 

Q. I understand you to say that the main object of this railroad co¬ 
operation, or the system adopted by the railroads, was to regulate 
freight rates—the tariff of freights ?—A. To establish proper and uni¬ 
form tariffs. 

By Mr. Call : 

Q. On through lines ?—A. Yes. Each road could establish its own 
tariff without an association, but these tariffs could not be made uni¬ 
form and properly adjusted to each other without co-operation. 

By the Chairman : 

Q. Yon include passenger traffic as well as freight traffic?—A. Yes, 

By Mr. Pugh : 

Q. You arrange the tariff rates or fares for passengers andfreights ?— 
A. Both passengers and freights, yes. 

RAILROAD u POOLING” SYSTEM: ITS RAISON D’ETRE. 

Q. The amount of freight and the number of passengers that each 
road is to get is not a part of the object, or not a subject of regulation 
by the combination, as I understand?—A. That brings us to another 
branch of the question. I know the object of your inquiry. It is one 
of the objects of the railroads in coming together to establish rates ; 
but another object which they have in view, and a much more diffi¬ 
cult one to carry out, is to have all the railroads maintain the rate 
so established. The practice of railroad companies has been that after 
agreeing upon rates with other roads, one or more, or all of them, make 
lower rates secretly ; and after awhile it is found out that every road 
has its own rate and every shipper has his own rate; so that one ship¬ 
per does not know what the other shipper is paying, and the agreed 
tariffs are not maintained. Now, for the purpose of maintaining rates, 
there are certain means adopted by railroads which are the only means 
that can be adopted at present, or until the Government gives some 
help in the matter—and that is what is called the system of pooling. 

Mr. Pugh. That is what I want to get at. 

The Witness. Yes, I understand. That system is adopted merely 
for the purpose of maintaining the established rates by withdrawing 
the motive of the different roads to cheat each other. 

Q. Underbidding?—A. Yes; cheating, rather, I should call it. 

Q. Violating their agreement?—A. Yes; but still I will call it cheat¬ 
ing. 

By the Chairman : 

Q. They do that, then, do they?—A. Yes, unfortunately. 

By Mr. Pugh : 

Q. It is hard to restrain the competing power, is it?—A. Yes. The 
competing power is stronger than honesty. If they only did it openly, 
there would be no objection. It is the secrecy that is objectionable. 

its plan of operation. 

To explain what is meant by pooling: Take, for example, a number 
of roads, say four of the trunk lines here. They come together and 
say, u Let us restrict our business to a certain amount for each com- 
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pany—■each only doing so much when there is not enough for all to do, 
and guaranteeing that much to each other, so that we may have no 
motive to cut rates.” And they compare notes, and see that for the 
last five or ten years each road has done relatively the same propor¬ 
tion of the total business. There must be a law—I do not myself know 
what it is—that regulates this railroad business, for each road receives 
each year, whether they fight or not, almost a certain proportion of the 
busiuess. Now, they agree with each other iustead of fightiug for the 
freight and giving rise to all the difficulties that are consequent upon a 
war of rates that each road shall get, say one fourth, if there are four 
roads, and if that be the proportion iu which they have heretofore car¬ 
ried the business. They simply say to each other, u Let us stop this 
underbidding, let us maintain the same rates for the same service, aud 
get some compensation for our work instead of ruining each other.” 
If one road gets more than its proportion, it agrees to hand it over to 
the others; or it goes out of the market for a while until the others catch 
up. There are a number of methods by which they could briug about 
tbe agreed distribution of the traffic. 

Q. That is all done to maintain the freight rates?—A. The rates that 
all have agreed to—after full consideration as to the proper rates to be 
charged. That is done to stop friction and cutting of rates and dis¬ 
crimination among shippers and open war between the roads; and it is 
done so that the railroad companies can get some money for the work 
they do. 

Q. I have a memorandum here, noted down from the testimony you 
have been giving, that the combination has nothing to do with local 
rates, except where two or more roads compete for freight?—A. Yes. 
The organization takes no cognizance of local rates. It is only when a 
number of roads come in contact with each other that some uniform 
rate must be agreed upon. The question of rates from New York to 
local points does not come before the association. 

Q. Where there is no competition, the road is left free to make its 
own charges ?—A. Yes. 

RAILROADS BUILT PRIMARILY FOR LOCAL TRAFFIC. 

Q. Through business, you have said, is a mere incident of the road, 
and the local freight is the paying freight?—A. Yes. Perhaps I ought 
to qualify that expression—“ incident.” On some roads it may be one- 
lialf, and on other roads it may be nothing at all. But the mainstay of 
all roads is, or ought to be, the local business, because they were built 
for the local business, and not for the through business. Thus far, then, 
it may be said the through busiuess is an “ incident.” But I desire to 
modify this expression, because it might be misunderstood. The road 
should get along without any through business; the road is primarily 
built for local traffic. That is the traffic which they can rely upon ; but 
when they see some way of entering another market, of course they go 
into it. But as the competitive business is a shifting business, you 
cannot rely on any through business to sustain you, and it is not a safe 
investment to build a road that could not be sustained to a great extent 
by its local business. 

By the Chairman: 

Q. Many roads that are built are merely connecting lines, links or 
roads which have become links in long lines ?—A. Yes. 

Q. You do not mean that those should be compelled to pay the same 
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as passengers and freight fed into them from other sections?—A. Oh, 
no. 

By Mr. PUGH: 

Q. They do, though. They charge until they make the connection. 

AVERAGE INTEREST ON RAILROAD INVESTMENTS NOT OVER 3 PER 

CENT. 

A. I think every road should be allowed to charge enough to pay the 
interest on its cost; but the average interest earned by the roads in this 
country is not more than 3 per cent, to the stockholder. 

By the Chairman: 

Q. But when a great many roads are making nothing, and the income 
on other roads is such that "the average result is a good compensation 
or return upon the entire capital—waste capital and all—does it not 
follow that there must be overcharge somewhere ?—A. No, not over¬ 
charge. 

Q. If one road pays nothing, and another roads pays so much that 
the two taken together pay 5 or 6 per cent, on their investmentA. 
Yes. 

Q. Then, does it follow that, since one pays nothing, the other must 
pay 10 or 12 per cent. ?—A. It does not follow that because a road makes 
12 per cent, it makes unreasonable charges ; it only shows that it has a 
more profitable business than a road that pays only 3 per cent. 

The Chairman. I will not follow that up now so as to interrupt the 
current of your narative. I will come to it later. You say that there 
is no combination on water-ways, and that there never can be any com¬ 
bination; I mean such combination or arrangement as the railroads are 
able to make. 

WATER-WAYS: NO INDUCEMENT TO COMBINE. 

A. Oh yes, they can be made; but the water-lines are in such a 
position that they cannot make exorbitant charges. Neither can the 
railroads. 

Q. The water-ways among themselves are unable to combine ?—A. 
There is no inducement for water-ways to combine. They are never 
competitors in the sense in which railroads are. For example, the Erie 
Canal is not a competitor with the Mississippi River; that is to say, not 
an immediate competitor. They are competitors in a certain sense—as, 
for the export business; but they do not come into direct competition 
with each other. For example, the Hudson River runs through a cer¬ 
tain section of country. There are only certain people that can be 
furnished with accommodations by the Hudson River. But with the 
railroads it is different; the railroads cross each other iu every direc¬ 
tion. The rivers do not. The net-work of railroads makes competition 
very active; one road competes with many others. There is no compe¬ 
tition between the several water-ways; there is only competition between 
the boats on each water-way; but the railways compete with each other 
all over the country, and in every direction. This makes railroad com¬ 
petition so much more widespread, leading to so many complications 
that it makes it difficult to prevent competition from becoming ruinous. 

EFFECT OF THROUGH RATES ON LOCAL RATES. 

You may get a wrong impression when I say that railroads agree upon 
rates to competitive points only, and leave the local rates to be made 
by each company as it may see fit. Whenever a through rate is estab- 
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lished, that, in a great measure, establishes a local rate. Take Mattoon, 
in Illinois, for example. The Mattoon rates are regulated by the Chi¬ 
cago rates, although Mattoon has no canal. In that way Mattoon gets 
the benefit of the cheap water rate which is given to Chicago. Now, 
a railroad could not afford to charge a station 10 or 20 miles this side of 
Mattoon more than it charges to Mattoon; and so all these local rates 
in that way get the benefit of competition, and the shipper 10 miles this 
side of Mattoon gets the benefit of it just the same as if lie were at Mat- 
toon. He may have to pay a little more from his station to Mattoon 
than a pro rata, but from Mattoon on he gets his proportionate rate 
on the thousand or more miles. Every local rate is really influenced by 
the low through rate. The local shipper gets the advantage of the 
through rate as soon as he reaches the competitive point; and in Illi¬ 
nois, you know, there is a competitive point almost every 10 or 20 miles. 

STATE BOARDS OF RAILWAY COMMISSIONERS. 

By Mr. Pugh : 

Q. In your judgment, how has the supervision of State boards of com¬ 
missioners acted upon the railroad interests and the rates of transpor¬ 
tation? That is a broad question, but I want to get your judgment as 
to the wisdom of supervision of railroads by State boards of commis¬ 
sioners, so far as a judgment may be formed by experience of the oper¬ 
ation of that coutrol.—A. There are different commissions in the differ¬ 
ent States, with different powers, and I would have to speak, perhaps, 
separately of each. As a rule the commissions are only advisory, and 
I think that is a most excellent feature, and a very good thing—to have 
these commissions—because you can explain to commissioners a great 
many things that you cannot explain to the people at large. It is de¬ 
sirable that the people should have some tribunal to which they could 
go and make complaints and get them investigated. They make their 
complaints to these commissioners, and the commissioners confer with 
the railroad companies. That is a very excellent plan, and if the com¬ 
missioners are the proper sort of men they will do a great deal of good. 
The defect of that system, however, is that its work can never reach 
very far beyond their own State. A great many of the railroad ques¬ 
tions are national. Railroad operations are not confined within State 
lines; and these commissioners, having jurisdiction only within the State, 
their operations are very much limited and very much hampered, be¬ 
cause most of the questions that arise are of broader scope; still, 
when the commissioners are fair men, they do a great deal of good. For 
example, the Massachusetts commission has done a great deal of good, 
and I think the New York commission is composed of good men. They 
have been getting along very well so far. 

Q. Do you not know that commissions exist also in South Carolina 
and Georgia, and that they have given satisfaction? 

THEIR POWERS. 

A. In reference to Georgia, particularly, they have a different sys¬ 
tem ; and I believe Alabama has a system like Georgia; in Georgia the 
railroad commissioners are the controllers of the railroad property. 
While they have no earthly interest in the railroad, nor in its property, 
they fix the rates of compensation. That means they actually control 
that property. They need not care whether the roads make money or 
not. They have much more interest in making themselves popular 
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with the people, to secure re-election, or promotion to some higher office 
by cutting clown the compensation of railroads. This may be satisfac¬ 
tory to the commissioners and to the people, but it is not to the rail¬ 
roads; it is not just. . 

Mr. Pugh. My information, however, is that the railroads in Ala¬ 
bama are very well satisfied with the work of the commission there. 

The Witness. In Alabama, I do not think the railroad commission 
has interfered with the rates yet. They have, however, power to do 
so. In Georgia the commissioners have actually prescribed the com¬ 
pensation which the railroad companies shall receive for their work, 
the fares for passengers and rates for freight; and that is something that 
I think is unjustifiable, because property ought to be controlled by the 
people who own it, as long as they control it in a legitimate and proper 
way; and there are always means of making them do that without pre¬ 
scribing fixed charges, i believe the general idea of the commission is 
that they would regulate the charges so that the railroads would get 8 
per ceut. on the investment. That is what they tried to do; but there 
are some cases where they have cut down the railroads far beyond that, 
because they cannot tell in advance what the railroads will get, nor 
what will be the effect of any specific tariff'. I think the principle is 
entirely wrong, that a State, or a commission appointed by the State, 
should fix absolutely the charges for the services rendered by a railroad 
company, because that is controlling the property of other people. 
The State should own the roads if it wants to control them absolutely. 

RAILROADS BELONG TO THE PEOPLE WHO PAY FOR THEM. 

Q. You do not agree with Judge Black, that railroads belong to the 
public ?—A. No; 1 think the railroads belong to the people who pay 
for them and who take all the risk of the investment. If the State 
would also guarantee the railroads against losses, then they could fix 
the compensation. Some of these railroads may have worked for years 
for nothing without any profit, and the State has never offered to make 
good their losses; but as soon as a road commences to make some money 
then the State claims the right to restrict its profits. I do not think this 
is right. A good rule must work both ways. The State ought to pay 
the debts of the railroad when it loses money if it wants to control the 
road when it makes profits. 

The Chairman. If you have any matter in your mind that you want 
to state to the committee, you may proceed to state it now. 

The Witness. 1 was going to give some figures that Senator Pugh 
called for. 

The Chairman. You may state what you wish to say about those. 

AN ANTI-MONOPOLY EXAGGERATION. 

The Witness. Senator Pugh asked uie what an advance of 5 cents 
in the rate would amount to in the winter carriage on grain. There was 
an estimate made by Judge Black in his speech before a meeting of the 
Anti-Monopoly League in New York City, in February, 1881, to which 
I have already referred. This estimate, however, was given to Judge 
Black by others. He is not responsible for it. It was put into his hands 
by the leaders of the Anti-Monopoly League before he went on the plat¬ 
form to speak, and he simply put his name to it. His statement was 
that an increase in the rate of transportation of 5 cents per 100 pounds 
on grain alone would amount to $75,000,000 in the course of a year, and 
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upon all freights carried by the trunk lines to $9*00,000,000. That esti¬ 
mate, however, is based on the ridiculous assumption that the whole 
grain crop of the country, 2,400,000,000 bushels in the year 1880, was 
carried for export by the trunk lines. Accordingly not a bushel of 
grain would have been left in the country, none for home consumption, 
not even enough to feed the men and animals that were employed to 
raise the crop, and none even for seed. These are the supposed facts 
upon which estimates are made by anti-monopolists for political purposes. 
At 5 cents a hundred pounds or $1 a ton that 2,400,000,000 bushels, 
which would weigh about 75,000,000 tons, the additional charge for 
transportation would be $75,000,000, and as he estimated other freights 
carried, including grain, at 900,000,000 tons, the increase of 5 cents in 
the rate would amount to $900,000,000. The fact is, however, that the 
total amount of grain and all other kind of freight, for the time he esti¬ 
mated, that was transported east of the western termini of the trunk lines 
during the year 1880 was only 11,504,000 tons, instead of 900,000,000 
tons. Of these 11,500,000 tons there were only 8,500,000 tons of grain 
and provisions carried by the trunk lines. At an advance of 5 cents 
for 100 pounds during the four winter months, the additional charge 
would amount to $2,800,000 only, instead of $75,000,000, and this sum 
was collected by some forty roads, and does perhaps not represent more 
than the additional cost of operating the roads in winter time as com¬ 
pared with the cost of operation in summer time. 

By the Chairman : 

Q. Is that on the amount that is carried across the water, or all that 
is brought to the east and carried abroad also ?—A. All that is brought 
east—for home consumption as well as for export—the whole quantity 
of grain and provisions brought by the trunk lines to points east of 
their western termini. The grain is about 70 per cent, of all freight 
that is carried east. I desire to impress these facts upon the committee. 
That ridiculous estimate, based upon the supposition that the whole 
grain crop of the country was carried by the trunk lines, and that they 
could extort such tremendous amounts of money, was published very 
extensively all over the country. Many people actually believed it, and 
I suppose believe it now, and of course feel very much aggrieved, and 
they advocate that proper restrictions should be put upon railroad 
charges. The estimate of the anti-monopoly leaders, however, was 
based upon a statement made by Senator Windom in his report on trans¬ 
portation to the seaboard, and which was extensively copied in the 
press throughout the country. He stated that there were four men who 
could put up the rates of transportation whenever they pleased, and 
could tax the people to any amount. He then made an estimate of the 
whole grain crop of 1872 and 1873, which was 1,500,000,000 bushels. An 
increase of 5 cents per 100 pounds would at that time amount to 
$45,000,000. The later estimate was based on 2,424,000,000 bushels, 
being the grain crop of 1880, which would weigh about 75,000,000 tons, 
and 5 cents per 100 pounds, or $1 a ton, would amount to $75.000,000! 
That is the increased amount which they would get if they carried the 
whole grain crop and provisions at a rise of 5 cents. 

INCREASE AND DECREASE OF RAILROAD CHARGES. 

The idea seems to be that the railroads always increase their rates 
and never make reductions. The fact is, that there are always reduc¬ 
tions after an increase, and for the last ten years reductions have been 
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permanent and increase temporary. As I have said, last summer the 
rate was 30 cents a hundred pounds, while this summer it is only 25 
cents a hundred pounds. But, inasmuch as that is in favor of the ship¬ 
per, the railroads get no credit for it. The same reasoning applied by 
the anti-monopolist should give credit to the railroads for having made 
a present to the people of $75,000,000 when they reduced the rate. 
The rates fluctuate within very narrow limits now, but have been re¬ 
duced, upon the whole, in the last few years. I suppose the railroads 
will never be able to charge more than 35 cents as the highest and 25 
cents as the lowest rate. The average will be 30 cents, perhaps; and 
I do not think they will ever get more, if they get that much. For¬ 
merly they received 45 and 60 cents per 100 pounds. In reducing the 
rates from 60 to 25 cents, the railroads have benefited the people at the 
rate of $525,000,000 per year, if we adopt the anti-monopoly methods 
of estimating. 

FAIRNESS OF RAILROAD CHARGES CONSIDERED WITH RELATION TO 
CAPITALIZATION OF ROADS. 

Q. Your statement seems to lead to the conclusion that railroads are 
not receiving from the people any higher charges for freight and for 
passenger fares than they ought to have. I observe that you aggregate 
all the bonded indebtedness with the capital stock, assuming that that 
represents the actual value or the cost of duplicating the railroad facili¬ 
ties of the country. You say that the aggregate is about $7,000,000,000, 
and that the gross earnings upon that sum are about $700,000,000 an¬ 
nually, the net earnings about $300,000,000, and that the $300,000,000 net 
earnings are divided between $3,500,000,000 bonded debt at 5 per cent* 
and $3,500,000,000 of the stock at 3 per cent. That, in your judgment, 
is only about a fair compensation to be paid by the people for the use of 
these railroads, because their fair valuation is about $7,000,000,000 ?— 
A. I say it is rather low—less than it ought to be, rather than more. 

Q. Do you think that that is a fair statement to put to the country 
as indicative of the relations of the public to the various individual 
railroad interests as they exist in the country, and which, all aggregated, 
make up this great whole?—A. I think we have to look at this railroad 
system as one system and as a whole. You may pick out a great many 
railroads, of course, and And that some make 8 per cent, and some even 
12; but, on the whole, I suppose that we have to deal with the effect of 
the whole railroad system upon the whole country; this seems to me 
legitimate. 

Q. Do you not think that one-half of this mileage of 112,000 miles 
could be reproduced, as it actually exists, for a sum not exceeding $15,000 
or $18,000 per mile?—A. That is impossible. You can hardly get your 
track down for that; your track and ditching done. 

Q. As it actually exists, I mean. Take your southwestern roads, for 
example, and those in the undeveloped parts of the country—take 
many of those that have been most cheaply and flimsilj" built—do you 
not think that there are thousands of miles where the entire actual ex¬ 
penses would be more than covered by $15,000 to $20,000 a mile ?—A. 
Ilou only take into consideration the track and the road bed of a rail¬ 
road. This forms only a part of the work. 

Q. I speak now ot the rebuilding of the roads, assuming that they 
did not exist, taking actual money and going on the ground surveying 
it, getting your road made, putting on the sleepers and constructing 
depots as they now actually exist; do you not think there are a great 


41 


many thousands of miles of road now in the country that could be re¬ 
produced for from $15,000 to $60,000 per mile?—A. I hardly think as 
cheap as that; but there may be some built for $25,000 per mile. 

FAIRNESS OF “AVERAGING” GOOD AND BAD ROADS FOR DIVIDENDS. 

Q. With regard to these corporations as they exist, and to their deal¬ 
ings with the public and the dealings of the public with them individu¬ 
ally, do you not think it might mislead the public mind to lump them 
all together?—A. You have to deal with the merits of each road by 
itself if you desire to determine whether charges are reasonable or not. 
But if you deal with the railroad question as a whole, you have to take 
the results of the whole system. 

Q. Is it precisely the fair thing, Mr. Fink, to make a New York, or 
a New England, or an Illinois community pay upon their railroad 
traffic, respectively, rates that should give a good income upon so many 
worthless enterprises comprising so many thousand miles of railroad?— 
A. That is not proposed. I do not propose to do that. Each road must 
be dealt with upon its own merits. But from general results you can at 
least come to the conclusion that the roads in the aggregate have not 
overcharged, when the aggregate results are those that I have men¬ 
tioned. Single roads may have done so, but they must be in the mi¬ 
nority ; otherwise the aggregate results would be different. 

Q. That is as to the whole railroad construction of the country. But, 
if capitalists have built railroads into the wilderness, is it fair that the 
generation doing business to-day in other sections of the country should 
be taxed enough to make all railroads, as a whole, pay the rates you 
have mentioned?—A. But I do not intend to do that. That is not in¬ 
tended at all. I only state results; they are not to influence the charges 
to be made by any particular road. 

Q. Yet the net income which the people pay as a whole for railroad 
service, amounting to what you have stated, and that amount being 
paid by comparatively few localities—geographically—is it not a fact 
that they are actually taxed to the extent of paying a large income 
upon the entire railroad investment of the whole country?—A. Oh, no; 
that does not follow. 

Q. It amounts to 5 per cent, upon the bouds and 3 per cent, upon the 
stock, does it not?—A. Well, the people of the whole country are taxed 
to that extent. 

Q. Yes. But it is the people of a small portion of the country, rela¬ 
tively, that are taxed to pay upon roads that have been built into a 
wilderness, and which would not otherwise pay for years to come ?—A. 
Each road is operated upon its own account, and g-ets what it can get. 
One road does not charge more to make up the losses of another. 

Q. Well, in that way, a road operated here, where there is a wealthy 
community, must take 6, 10, 12, or 15 per cent.; otherwise it cannot 
make an aggregate dividend upon the entire amount invested, stock 
and all, including those roads that pay absolutely nothing. Does it not 

follow, then, that some roads tax the community 10 or 20 per cent.?_A. 

When you can show that the roads, all taken together, can pay only 3 
per cent, on their stock, I think the conclusion is a fair one that they 
are not making too much—when all the roads pay only 3 per cent, if 
there was a preponderance of excessive charges,"if that were the rule 
instead of the exception, it would show in the final result. 

Q. I suppose you assume that a great many of the roads (it may be 
50,000 miles of them altogether) hardly pay 2 per cent.?—A. A great 
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many of them pay nothing, and if one-half pay nothing, and the others 
pay 6 per cent., 3 per cent, would be the average. 

WHAT ARE EXCESSIVE RAILROAD CHARGES? 

Q. Assuming that to be so, is it not a fact that some of the railroads 
pay as high as 10 to 20 per cent. 1 ?—A. That may be so, but it would not 
follow that these roads charge excessively. 

Q. Yes; but do not those who support the railroads that pay so 
much, pay more than they ought to ?—A. No, not at all. The question 
is whether their charges are reasonable. I don’t think you ought to 
judge that by the dividend which the road pays. 

Q. Does not the fact that a road pays 20 per cent, show that that 
road charges its customers too much ?—A. No. When you find a road 
paying 20 per cent., it is not in itself proof that it charges too much. 
You have first to examine what these charges actually are, in order to 
form an opinion whether they are exorbitant. If, for example, you 
should find that grain is carried for 25 cents from Chicago to New York, 
that certainly would be reasonable; and if a road making such reason¬ 
able charges could earn 20 per cent., what is it to you what profit the 
road makes ? Whether the charge is reasonable or not is the question 
only which can concern you. People never inquire into the losses of 
railroads. If you were willing to make up the losses, then it would be 
equitable to complain of profits or to restrict them. 

Q. Can that be a reasonable charge which enables a railroad company 
to make 20 per cent, profit ?—A. I don’t say that it is; I only say that 
this fact alone is not sufficient evidence of exorbitant charges. 

Q. Is it not sufficient evidence?—A. No, not at all. 

Q. If uniformly, year by year, they make 20 per cent, on their service, 
is not that conclusive evidence that they make exorbitant charges ?—A. 
No; the evidence of the reasonableness of the charge is the charge 
itself, not the profit that a road makes. 

Q. If the charges give 20 per cent, profit each year for years in suc¬ 
cession, is it not clearly evidence of too much profit?—A. Not neces¬ 
sarily ; but as a practical question I do not know any case where they 
do that. 

Q. But I am supposing a case where they do ?—A. Well, that only 
would show that it is a good paying road, and I would like to have some 
stock in it. 


HOW FAR IS A RAILROAD A PUBLIC TRUST ? 

Q. Do you not understand that a railroad is a public trust, and that it 
is established for the public good?—A. Certainly, but not exclusively 
so; it is also undertaken for the good of its promoters. 

Q. The corporators of a road of that character you think would do 
well ?—A. Yes; to make 20 per cent, profit. 

Q. But a corporation is a franchise that exists by a grant from the 
public at large, is it not; and is not every such franchise granted upon 
the fundamental condition that it shall promote the public good?—A. 
Why, of course. 

Q. Very well; then, when that franchise goes to the extent of taxing 
the public so as to make an unreasonable dividend, so as to produce an 
unreasonable income, does it not involve the very condition upon which 
it is granted ? 


43 

LARGE DIVIDENDS NO EVIDENCE OF UNREASONABLE CHARGES. 

A. If the road makes unreasonable charges, it would; but the ques¬ 
tion is what is an unreasonable charge, and I say that the profits of a 
road cannot prove by themselves whether charges are reasonable or 
not. If there is a condition in the charter limiting the profits of a road, 
of course that settles the question. But if there is no limit in the 
charter, then the railroad company has a right to change, within the 
limits imposed by the common law which obliges them to carry at rea¬ 
sonable rates; within that limit, they have a right to make whatever 
profit they can. I don’t think anybody has a right to interfere with the 
profits, if the profit was 100 per cent.; of course I do not kuow any 
road that makes that profit, but the fact that a road pays large divi¬ 
dends does not show in itself that it charges unreasonable rates. 

Q. Not that fact itself?—A. No; not that fact itself. 

Q. Suppose the charter contains an express limitation of 10 per cent.; 
then you would not allow a road to go any further ?—A. No. 

Q. Why so?—A. Because that was the bargain; it was the con¬ 
tract. 


THE COMMON-LAW RESTRICTION ON RAILROAD CHARGES. 

Q. Suppose it contains no stipulation, is not the common law a part of 
the contract or charter?—A. The common law says that common car¬ 
riers must carry for a reasonable rate. It does not say that you shall 
make only 6 per cent, or 10 per cent, profit. 

Q. But it does say that you must carry at a reasonable profit?—A. 
Not at a reasonable profit, but at a reasonable rate. 

Q. Then there is in every charter, as a part of the charter—because 
it is part of the common law of the land—a limitation to the charges, to 
what are reasonable charges, that being the common law. It is, in 
other words, a part of every charter ?—A. Yes. 

Q. And it is not necessary to write it into a charter ?—A. No, it is not. 

A CASE FOR A JURY. 

Q. Then, let us start in that way. Assume that a railroad charges 
to those who patronize it, rates of carriage that enable it to pay a profit 
of 100 per cent.; and suppose that a man refuses to pay such rates, or 
pays them in the first instance as matters of necessity, but brings his 
action against the road for extortion, upon the ground that the company 
makes it a condition that he should pay 100 per cent, profit or that they 
would decline to take his freight; and suppose, as a consequence of his 
refusal, they fail to transact the business of common carriers and he 
brings this suit at law and goes to the jury; the question would then be 
whether they are imposing an unreasonable charge; is not that so?—A. 
Yes. 

Q. Now, by what rule is that jury to act upon the question whether 
that was a reasonable or an unreasonable charge?—A. I suppose the 
question of interest might then be an element in the consideration, but 
only an element. It would not be proof in itself. 

Q. If they saw that a road made 100 per cent., do you suppose they 
would hold that to be a reasonable charge ?—A. That depends upon a 
great many other conditions. 

Q. Do you not suppose that they might think that a rate of profit 
something like what is sometimes written into charters—10 per cent.— 
would be reasonable?—A. Very likely. 
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Q. So it comes to this, then: that if 10 per cent, is a reasonable profit 
—and that it is such would seem to be a fair conclusion, because it is 
put into so many charters—would not the jury say that the common law, 
in writing into this charter 10 per cent., must control and limit you—or 
they might say 6, or 8, or 5 per cent.?—A. They might. 

Q. If that is a fair compensation for capital, as capital is usually re¬ 
garded, might not the jury look at it in that way?—A. They might. 

Q. Then, if 8 or 10 per cent, is a reasonable reward for the service of 
a railroad, would it not seem that the profits ought to be limited soasto 
enable it to earn only 8 or 10 per cent.? 

IF THE STATE LIMITS PROFITS, SHOULD IT NOT GUARANTEE AGAINST 

LOSSES? 

A. Yes, if you also guarantee the road against losses; then, I think, 
it might be just. I think every limitation of profit should be accom¬ 
panied by a guaranty against losses. The State gives only the right 
to condemn property. This costs the State nothing. 

Q. It costs the people of the State something, however?—A. No; 
they get their pay for it, sometimes three or four times over. The State 
exercises its right of eminent domain, not for the benefit of the railroad 
builders, but simply for the purpose of making the construction of rail¬ 
roads, which the people believe are a great benefit to them, possible at 
all. Without this right of eminent domain being exercised by the State 
there would be no possibility of building railroads. That is all the State 
does. If no condition in the charter is made as to the limit of profits or 
charges, the railroads are operating under the law of common carriers. 
They can do nothing that is wrong if the law is enforced. They are 
simply common carriers like any other common carriers, whether he be 
a carrier on steamboats, a wagoner, or carries the goods on horseback, 
or on his shoulders, or in his pocket. The railroads can only be subject 
to the laws regulating all other common carriers, and these laws contain 
no limitations of profits. The only question is whether the charges are 
reasonable, and that must be considered and decided in each particular 
case. There can be no general law applicable to all cases. As long as 
the companies conform to the law of common carriers I don’t consider 
that the State or anybody else has a right to limit their profits. It so 
happens, as we have seen, that there are very few companies that pay 
10 per cent., which, as you say, is generally considered a reasonable in¬ 
terest on risky investments like railroads, and that there are limitations 
in the trade and business and geography of the country, which make all 
other limitations unnecessary. The average profits of the railroads are 
only 3 per cent. In the new Territories, where there are only a few rail¬ 
roads and light business, it is possible that some of the companies may 
make local charges comparatively high, as they necessarily have to be 
under such couditions; but in this settled country, where there are 
so many roads, high charges, much less unreasonable charges, have 
now^ become impossible. There is no danger that the railroads will 
charge more than reasonable rates. Corporations, like individuals (a 
corporation is only an aggregation of individuals), when they carry on 
the business of common carries, have a right to make all the profits 
that they reasonably aud legitimately can. 

Q. I don’t quite see that—under the operation of the common law ?— 
A. While acting strictly in conformity to the common law their profits 
cannot justly be limited. This principle is acknowledged with regard 
to private individuals w r hen acting as common carriers, and should be 
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recognized with regard to corporations. If you desire to restrict profits, 
also guarantee against losses, and I will not object to restrictions. But 
the question we have discussed is really not a practical one. No road 
ever makes 20 per cent, or 100 per cent, profit. 

RAILROADS NEVER MORE PROSPEROUS THAN NOW. 

Q. How long have the roads made the income you have mentioned, 
or substantially that ?—A. They make as much now as they have ever 
made. They have never been more profitable than at present. As a 
whole, the investment in railroads has not been profitable. Much is 
said of the right granted to railroads by the Government and of the 
great benefits the right of eminent domain has conferred upon railroads, 
but I am sure that there are many stockholders that wish they had never 
availed themselves of their rights. The question whether a railroad to 
be built will be of any benefit to the stockholders or not remains to be 
decided in the future. The parties that build the road take all the risks. 

THE STATE TAKES NO RISK. 

The State takes no risk whatsoever, but always gets the benefit of 
the railroad. Whether any profit comes to the stockholders or not, the 
railroad is there and the property of the people who live aloug the line 
is greatly enhanced. Then they get their crops to market where they 
could not go before. The benefits are all on the side of the State and 
the people; the burdens and responsibilities and risks are borne by the 
stockholders, and to them the profits ought to go, if there beany, with¬ 
out interference or restrictions, as long as they comply with the common 
law. From the records of our experience we find that almost every rail¬ 
road in the country has gone through bankruptcy. For the five years 
succeeding the panic of 1873, 20,000 miles of railroads went into bank¬ 
ruptcy ; that is, more than 20 per cent, of all the railroads that have been 
built since the beginning of railroads. 

Q. What proportion of the railroads, including those of the Southern 
States, is comprised between the Mississippi on the west and the South¬ 
ern States (as they were before the war) on the south, Canada on the 
north, and the Atlantic seaboard on the east—what proportion of the 
mileage 1 ?—A. I could not give you that information at present. I would 
have to refer to statistics. Poor’s Manual contains this information. 

PROFITS OF DIFFERENT ROADS. 

Q. My question was designed to lead to another—that is, whether 
you do not think that the people who live along the roads within the 
space I have mentioned pay at least three-quarters of the income that 
is collected from the American people for railroad service, while, outside 
of those limits, would there not be at least one half of the railroad mile¬ 
age of the country ?•—A. We can very easily find that out. We have 
statistics that give exactly the earnings of each railroad. I could not 
estimate it. I only know that there are very few roads that pay large 
dividends. What you are trying to get at is, whether there are not some 
roads that obtain excessive compensation and others not? 

Q. Yes; and whether it does not follow that although some of the 
railroads pay nothing, yet the whole of the railroads of the country get 
very good compensation—quite equal to the compensation received for 
capital in any other line of investment—whether that fact is not evi- 
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deuce tliat some of these railroads get too much 0 /—A. We would have 
to take up the individual railroads and seewhich of them get too much. 

Q. Do you know them?—A. We have a record of nearly every road) 
in the country, compiled by Mr. Poor in a manual which gives exactly 
the amount of money that each road makes and the dividend it pays. 

Q. What is the highest rate of dividend that you know of?—A. I 
don’t know of any road paying higher than 8 per cent., which is paid 
by the New York Central Railroad. There are some others that pay as 
much. 

SURPLUS EARNINGS. 

Q. What becomes of the surplus that is not distributed?—A. There 
may be a deficit. 

Q. Yes, but it is not always so; sometimes it must be pretty high?— 
A. When a road is borrowing money, I don’t think it is evidence that 
there is a surplus. 

Q. Do they borrow money to pay the dividends and to pay the inter¬ 
est on the bonds?—A. Sometimes, it is said, they do. But a railroad is 
never completed. It has to increase its rolling stock* and it is constantly 
adding to its facilities for doing business. Railroads are generally bor¬ 
rowers of money. 

Q. Is not that calculated for in the $400,000,00b, called operating 
expenses?- A. No. 

Q. Do you mean that the roads are improved out of the $300,000,000 ?— 
A. No. 

Q. The $300,000,000 go in the form of interest and dividend, do they 
not?—A. Yes. The net income is paid over to the stockholders and 
money is borrowed for improvements. Different railroads pursue differ¬ 
ent policies. Some put their net earnings in improvements. 

Q. You do not know any other railroad that pays over 8 per cent?— 
A. No, not that I can remember now. 

Q. What extent of railroad is there in this country that pays sub¬ 
stantially nothing, or a very low amount?—A. I could not tell without 
referring to statistics. The information is all compiled and can be 
readily procured. 


THE HIGHEST RAILROAD DIVIDEND. 

Q. A memorandum has been sent up to me from somebody in the 
audience present to the effect that last year the New York, New Haven 
and Hartford road, and several other railroads and divisions, all paid 
10 per cent, on their net investment.—A. I believe they did. I did not 
think of the New Haven road. They paid 10 per cent. I believe. 

Q. Did the New York Central pay 10 per cent. ?—A. They paid only 
8 per cent. 

Q. Do you know whether they reserve any surplus that goes to a 
sinking fund?—A. Oh, yes; every road has to do that, if there is a 
sinking fund. 

Q. In that way, if there is an excessive charge, it is rather concealed 
from the eye of the public, is it not; and failing to be distributed, it adds 
alike, nevertheless, to the wealth of the railroads, does it not ?—A. I 
don’t know that it is concealed. It is legitimate to apply the net earn¬ 
ings to the cancellation of your debt. 

Q. It is derived, however, from the charges made to the public?—A. 
Oh, certainly. 
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ARE RAILROADS A RELATIVELY GOOD INVESTMENT FOR MONEY f 

Q. I suppose you hear the somewhat usual statement that goes around 
every year, that money invested in mercantile business generally results 
in a failure, sooner or later. It is said that at least 95 per cent, of those 
who go into business—that is, merchants—fail at some time in their 
lives.—A. Yes, I have seen some such statements. 

Q. Do you know any way in which capital can be invested in which it 
will pay a better average than 3 per cent.?—A. Well, 1 think our rail¬ 
road mortgages pay more than that. 

Q. I mean to say, outside of railroads?—A. Oh, I suppose there is a 
good deal of bank stock that pays better, and gas stock ; a great many 
other enterprises, I think, pay more. 

FAIRNESS OF CHARGES IN VIEW OF ADVANCED RAILROAD-BUILDING. 

Q. It may be that they get more than they ought to get, and it may 
also be that some railroads do. But the point I aim at is, whether it is 
a fair presumption for the railroad interest to make to the country to 
aggregate all the bonds and all the capital stock, and to say that its 
whole system only pays 5 per cent, on the bonds and 3 per cent, on the 
stock, when we all know that a great part of this mileage is anticipating 
business to come, and capital has gone into enterprises that are depend¬ 
ing on the business of the future for compensation. If, now, those who 
are paying for railroad service have got to make a good investment for 
the future, don’t you think they are being taxed too high?—A. I think 
you have misunderstood me. You think it was proposed that the rail¬ 
roads that do not earn much now should be made to earn the average. 

Q. No; that their receipts should be made so much as that there 
should be, on the whole, a certain average ?—A. That would be very 
desirable, but it is impossible. 

Q. You don’t get, quite, my idea. I don’t say that it is distributed to 
them all; but for the very reason that it is not distributed to them all, 
does it not follow that those who get so large a profit get too much ?—A. 
No ; you have always to go back to the foundation, and that is: “What 
are the charges ? Are they reasonable in themselves ? ” The amount 
of dividend paid does not enter the question at all. It might come in 
when you find that the charges are very unreasonable. Then, I think, 
excessively high dividends would be an additional argument to show 
that the charge is unreasonable. But of itself it is of no importance. 
If you carry grain from Chicago to New York for 25 cents per hundred, 
you cannot ask any more than that, aDd if a railroad does pay 12 per 
cent, on such work it should not be objectionable to the people. 

PROFITABLENESS OF INVESTMENT. 

Q. But suppose such work as that pays 20 per cent., is not that too 
high ?—A. I think not. I think that when you take into consideration 
the charges made by canal, and other considerations, it can be shown 
that the charge of 25 cents is reasonable; though I don’t think any such 
case as you assume will ever happen. 

Q. Suppose it be only 12 per cent. Business men only make 6 per 
cent., and here is a public franchise out of which men are making 12 
per cent. Is not that too much?—A. You have to go back and examine 
into the history of the enterprise. Perhaps a road has been operated 
twenty years and made no money; and then, perhaps, it commences to 
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earn a large dividend; the high dividend would not prove that its 
charges are unreasonable. Unless you are willing to pay the past losses 
you must allow the road to make large profits now. 

ON WHAT BASIS SHOULD DIVIDENDS BE DECLARED ? 

Q. But I am willing that they should have something like fair com¬ 
pensation upon the capital that is invested, provided that the samemen 
who have put the money in now own the road. If I came along and 
bought it at a very low rate, I don’t think I have a right to tax the 
public in such a form as to produce a large profit upon the original 
amount.—A. You don’t take into consideration the rate of transporta¬ 
tion. 

Q. Well, I don’t think I ought to tax the people to pay interest on the 
debts of my bankrupt and defunct predecessor.—A. I don’t think that 
the people have anything to Jo with how you got the railroad, and what 
you paid for it. The only question is, whether you make reasonable 
charges. 

Q. But you are arguing that the State has nothing to say as to the 
rates which should be charged by a railroad until there has been paid 
-5 or 6 or 8 per cent.—or a fair compensation—upon all the capital that 
has gone into it from the beginning, no matter whether the road is now 
in the hands of the same persons that went into it originally ?—A. No, 
I do not say anything of that kind. 

Q. I so understood you. In that way you would throw all the losses 
on the present generation ?—A. Well, the railroads cannot collect more 
at any time than a reasonable charge. If you will always limit the rail¬ 
road charges to that point, I don’t think either the losses or profits have 
anything to do with the question. But if you want to limit present 
profits, it is proper that you should consider past losses, and this from 
the very beginning of the enterprise, no matter whether it is in the 
hands of the original proprietors or not. The personnel of the owners 
plays no part in these considerations. 

“REASONABLE CHARGES,” HOW SHALL THEY BE DETERMINED ? 

Q. Is not the very essence of a reasonable charge such that it should 
yield only a reasonable return on the capital invested by the present 
owner of the road t—A. I deny the right to limit the profits, no matter 
w ho owns the road, as long as the charges are reasonable. As I said 
before, the dividends paid by a road may form an element in determin¬ 
ing whether charges are reasonable ; but the previous losses must also 
be considered. 

Q. Suppose the question of corporate ownership to disappear just 
now, and you individually build a railroad, and you build it for $1,000,000, 
and for some reason you fail and the road breaks down, and I buy that 
road for $100,000 and go on and run it, ought I to be allowed to charge 
the public such rates for freight as to give me 6 per cent, or 10 per cent, 
on your million f—A. I think so. It is perfectly proper if your rates 
are reasonable, and it is very improper if they are unreasonable. 

Q. You don’t think that that is an element at all 0 ?—A. The fact that 
you bought the road cheaply is not an element at all. Whether you 
paid six prices or got it for nothing is not the question at all. 

Q. Is not the proper criterion just what you said this morning— that 
I be allowed to charge the public upon that amount of money—upon 
what it would cost to replace the road at the present time?—A. I don’t 


think the cost of the road or the cost of the service has anything to do 
with it. All you have to see is, whether the rates charged are reason¬ 
able. Of course, to determine this there are many elements that have to 
be considered. 

Q. What other?—A. If you show that you carry freight as low as 
the canal carries it, that, I think, would be satisfactory proof that your 
charges are reasonable, whether you make 100 per cent, or more. 

Q. Suppose that by the invention or discovery of some new power 
better than steam, and that by the application of that power one-tenth 
part of the present expense would be sufficient to carry freight cheaper 
than by water, do you think that this new power should be utilized by 
the railroad without any benefit to the public at large?—A. Everybody 
could use it who wants to use it. But the forces of nature are of no use 
unless you spend money and labor to develop them. 

The Chairman. You hardly answer my question, Mr. Fink. 

The Witness. I have intended to do so. 

Q. What I mean by that question is this: You said that if a railroad 
carried freight as cheaply as the water routes carried it, that would be 
an element to you to prove that it is a reasonable charge?—A. Yes. 

Q. And I have asked you this question: Suppose a new power or 
force is discovered by which the railroads can make a living and a profit 
for one-half of what it now costs to transport goods by water- 

The Witness [interposingj. That would be a new element in the 
consideration of what would be reasonable. 

Q. In that case you would eliminate the water-route?—A. Yes; in 
that case you would. 

Q. Why should you do it then any more than now ?—A. Because we 
now know that the water transportation is the cheaper. 

THE LOWEST RATE IN EXISTENCE SHOULD BE THE CRITERION. 

Q. Do you mean that because water transportation is cheaper than 
railroad transportation the railroad should, for that reason, carry freight 
and passengers at less than a living profit?—A. No. I would simply 
state that you take the lowest rate that you find in existence, and if you 
feel satisfied that it is a low rate, then take that as a measure for a rail¬ 
road rate, and if you find that the railroad rate does not exceed the 
water rate largely, or not at all, then that would be conclusive evidence 
of its being reasonable; because we all know that railroads cannot be 
operated as cheaply as water routes; water routes are generally free to 
the public; the Government keeps them in repair, free to every one who 
wants to use them, while the railroad companies usually have to spend a 
great deal of money, and have to do many things at their expense before 
they are ready to use their roads; hence, in the nature of things, railroad 
transportation must always be more expensive than water transportation. 
I merely cite that because, when you come to consider what is reasonable 
and unreasonable, you may use the lowest cost for which the work can 
be done as a comparison. This is one way in which you may ascertain 
the fact whether the charges made by railroads are or are not reasona¬ 
ble. If they are reasonable, you have nothing to do with the profits a 
railroad may make. 

Q. Do you think that those are elements that must be considered in 
determining whether the rates are reasonable?—A. The cost of the 
work is, of course, an element, but it is not the only element, and may 
not have^to be considered at all if you can establish by other means that 
rates are reasonable. 
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Q. I think I understand your views in that matter. Now, you sug 
gested once or twice in your testimony that your association was doing 
as well as it could until there might come some national legislation. Did 
you mean to suggest any that might be helpful ? 

CHARTERING OF RAILROAD ASSOCIATIONS SUGGESTED. 

A. I have always thought that if the Government wanted to regulate 
the transportation business it should charter associations like ours, 
under restrictions, of course, to see that it would do the proper kind of 
work and nothing else. This would greatly aid tbe railroads in con¬ 
ducting the transportation business more satisfactorily to the public. 

Q. Do you think that a bill embodying your idea could be put through 
Congress'?—A. I hardly think that the people sufficiently understand 
the subject as yet. I suppose the railroads will have to go on for some 
years yet as best they can before anything can be done in the way of 
legislation. I would not advocate any law as yet on the subject, except 
that when a number of roads establish a proper and reasonable tariff 
and publish it, no one road shall be allowed to deviate from it. It is 
very difficult, though, to detect the violation of agreed tariffs. The rail¬ 
road companies themselves can do it better than the Government. If 
our association were legalized and the rules of the association could be 
enforced, it would aid us very much in preventing a great many abuses 
in railroad management; but I hardly think it is time for this as yet, 
and I do not recommend any legislation at present. The roads will 
have to fight it out with one another, and learn by experience, and 
establish a higher standard of honor in dealing with each other. 

THE REAGAN RAILROAD BILL CRITICISED. 

Q. I suppose you have heard of the Reagan railroad bill ?—A. Yes. 

Q. I would be glad if you would give the committee the benefit ot 
your criticisms on that bill; what you think would be the effect of it on 
railroad charges and the prices of commodities.— A. I think it is so im¬ 
practicable a measure that it could not be carried out for one day. It 
is one of the most impracticable measures that has ever been proposed. 
Mr. Reagan evidently does not understand the practical working of the 
transportation business. His intention and the principles upon which 
the bill is based are all right; there is no difference between us about 
that; but the carrying out of these principles as he proposes is utterly 
impracticable. It would simply impede the whole transportation busi¬ 
ness of the country. 

The leading idea of his plan is that each railroad should make a fixed 
charge for the transportation of any commodity, and that should be the 
charge under any and all circumstances. For example, if you were to 
carry lumber over the New York Central Railroad, from Buffalo to New 
York, and make a certain charge for it, that charge should be for all 
other lumber, no matter where it came from. The effect of it would be 
that it would exclude the New York Central from competing for busi¬ 
ness west of the terminus. When the lumber conies from other places 
than Buffalo, there arc now made different rates from different shipping 
points, according to the distance and length of other competing roads 
from the same point of competition. 

Just as many competing points as there are, just so many different 
rates would there be from Buffalo, and the New York Central lias to take 
a prorate of the total rate beyond that point. For example, lumber 
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eomes from Louisville and goes to New York. Now, according to tlie 
Reagan bill, the rate that the New York Central can charge for lumber 
coming from Louisville to New York would be the same as lumber that 
comes from Buffalo. The Louisville route to New York is a great deal 
shorter via the Pennsylvania road than the New York Central route, 
and if the New York Central wants to do any of the Louisville business, 
it must carry it for the same total rate as the Pennsylvania Railroad, 
and this can only be at a less charge per ton per mile than it makes from 
Buffalo. If it does not make as low a rate as the Pennsylvania road, 
the Pennsylvania Railroad will carry all the lumber to New York, in¬ 
stead of the New York Central carrying a portion of it. 

Q. You think that a road that has to carry the material twice as far 
as another road should be permitted to compete for it?—A. It may be 
in some cases to the advantage of the people that it should be done 
that way, but it is certainly not to the advantage of some of the rail¬ 
roads. 

Q. Would it not be better to limit each road to the business that nat¬ 
urally comes to it, aud by legislation, if necessary, compel the road to 
carry for reasonable rates, and then let each road take the business that 
nature seemed to design it for, and if it succeeds let it succeed ?—A. That 
would no doubt simplify matters, but each road claims a right to do busi¬ 
ness anywhere that it can. 

Q. They claim that, but do the public concede it?—A. Yes; the 
public rather encourage it. It leads to a great many complications, to 
be sure, and ultimately I do not know that the public profits by it. 

THE RATES FOR LONGER AND SHORTER HAULS. 

Q. There is another feature in the bill which I desire to mention. It 
provides that no road shall charge more for the shorter haul than for 
the longer?—A. Yes. 

Q. How would that operate?—A. That is a very correct principle, 
but there are many cases where it could not be carried out advantage¬ 
ously to the people and the railroads. You will find that in this trans¬ 
portation business you cannot pass a law that will apply universally to 
all cases. There are so many exceptions that they would be more than 
the rule. 

Q. If that were applied in all cases would it not work well?—A. It 
would stop competition. 

Q. Yes; and what is lost on the cheap rates between the competing 
lines would be made up on the local?—A.- There ought to be no loss on 
the cheap rates; there ought to be some little profit, otherwise the roads 
would not engage in the cheap business. 

Q. You thifik, then, that that measure would not be a practical one?— 
A. Oh, it is perfectly impracticable. It would ruin the railroads, and it 
would ruin the business of the country completely. You would have 
no competition, and you would have only local rates. 

Q. Does it make any provision for fixing-the rates—limiting the 
r ates?—A. No; it only fixes the rates so that you cannot vary them to 
uit the exigencies of competition, 
s 

GOVERNMENT CANNOT FIX TRANSPORTATION RATES. 

Q. If the bill were so amended as to vest in some national tribunal 
the power to fix the rates, would that be an improvement ?—-A. No it 
would not; you cannot fix transportation rates. We carry grain this 
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season for 25 cents a hundred pounds, while last year w e were paid 
thirty cents. Now, if you had fixed the rates at 30 cents last year you 
would still have to pay 30 cents, and at that rate you could not now 
carry any grain. 

Q. I take it, from what you say, that you think the Government should 
have nothing to do with the railroads at all?—A. Oh, no; I think they 
should see that the railroads are properly operated in accordance with 
the laws regulating common carriers. 

Q. But I mean with the management of them—the fixing of the fares 
and freights?—A. No; I think that is better arranged by the railroads 
than it could be by the Government. It is a very complicated question, 
and the Government is entirely unfit to attend to it. 

HOW GOVERNMENTAL CONTROL WORKS ABROAD. 

Q. In some countries the government owns the roads and contrives 
to fix the fares and freights ?—A. Yes. 

Q. And they seem to fix the rates satisfactorily ?—A. Just as unsat¬ 
isfactorily as here. I was reading a German paper only last night, in 
which there were bitter complaints on this very subject. If the German 
people want to get a rate changed they have to go first to the chamber 
of commerce, which has to take action, and then present the case to a 
council, and then to another council, and so on, and perhaps they have 
to wait for two or three years before they can get an answer. We do 
this kind of work here in a day. 

RAILROAD CHARGES NEARLY TWICE AS HIGH IN EUROPE AS IN 
AMERICA. 

Q. Let me inquire whether, relatively to everything else, railroad 
rates are dearer or cheaper in this country than abroad ?—A. I can 
state positively that rates are nearly twice as much in Germany and 
in England and in other countries as they are here. In 1880 nine-tenths 
of one cent per ton per mile was the average charge in the State of New 
York for freight transportation, while in Belgium, which has mostly level 
roads, it is one and sixty-five hundredths cents per ton per mile, and in 
France one and a half cents per ton per mile. 

Q. Does that apply to all the roads?—A. Yes; and in England it 
costs as much to carry dressed beef from Glasgow to London as it costs 
here to bring it from Chicago to New York—double the distance. 

Q. What are the corresponding rates in this country ?—A. The aver¬ 
age here is not more than nine-tenths of one cent.—at least as to the 
eastern roads, I am sure—of the roads east of the Missouri. 

Q. Nine-tenths of a cent per ton per mile?—A. Yes; nine mills per 
mile. 

Q. And how much is it in Germany?—A. In Germany it is double 
that rate. In Belgium it is 16£ mills; in France 15 mills. In this 
country we have the cheapest railroad transportation in the world. In 
the East Indies they have lately reduced the rates for wheat from the 
interior to the seaboard, so as to bring them nearer to our rates and 
better compete with our rates from the West to the seaboard. You see 
from this how widespread railroad competition is, and how ignorant peo¬ 
ple are when they say railroads have no competition and can charge 
what they please. 
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RAILROADS AS OWNERS OF COAL AND IRON MINES. 

Q. Do you know anything of instances in which railroads own mines— 
whether coal or iron—which constitutes a large part of the freight of 
those same roads !■—A. Yes; I know there are such roads, but I have 
no personal experience with their operation. 

Q. Do you have occasion to arrange rates of freight along any such 
lines ?—A. No. I believe the Pennsylvania road owns mines. But that 
is a local matter, and I don’t come iu contact with that part of the busi¬ 
ness. The Beading Eoad and the Lehigh Valley and the Lackawanna 
are roads that are interested in mining. 

Q. What is your idea as to any extensive railroad building in this 
-country iu the future; is our system substantially complete, or shall 
we need more lines—considerably more filling up ?—A. Of course our 
system will have to lengthen out as the population increases. I don’t 
thiuk we have come to a stop by any means. If the increase of popu¬ 
lation keeps on there must be an increase in the railroad facilities. 

Q. Will you please repeat once more your statement in regard to the 
charge per ton per mile in this and other countries t—A. In the State of 
New York, on all the roads put together (I cite that because I have it 
in my mind now), the average in 1880 was 9 mills'per ton per mile. In 
Belgium 16£ mills ; that is, 7 mills more than the rate here. In France 
it is 15 mills, or 6 mills more than the rate in this country. 

Q. Did you mention Prussia?—A. Prussia’s rate is, I think, nearly 
twice as high as ours; I won’t be sure of that, however. 

Q. How about Great Britain ?—A. W r ell, they charge as much from 
Glasgow to London for dressed beef as we charge from Chicago to New 
York. 

Q. And what is the difference in distance between them ?—A. From 
London to Glasgow is about 400 or 500 miles. The railroad charges in 
this country are the lowest of any. 

COST OF RAILROADS, RELATIVELY, IN EUROPE AND AMERICA. 

I ought, perhaps, to have mentioned, when speaking of the cost of 
railroads in this country, that $60,000 per mile is not too much, if you 
compare it with the cost of European railroads. You will find that for 
the most part the people in Europe have paid twice as much as we have 
paid here. The lowest of European roads in cost are those of Italy, and 
I think they cost about $90,000 per mile. In Germany they cost about 
$100,000 per mile, and that is about the average cost of a railroad in 
Europe—$100,000 to $120,000 a mile. But in England the cost is about 
$200,000 a mile. Our railroads are not built so substantially and orna¬ 
mentally as theirs, but ours do the work required of them just as well, and 
cheaper. 

By Mr. Pugh : 

Q. What is the reason that there is so much difference in the cost of 
the road ?—A. Because they build more substantially in Europe. They 
spend money uselessly iu monumental buildings, where we get along 
here often with temporary work. 

RELATIVE SAFETY OF EUROPEAN AND AMERICAN RAILROADS. 

By the Chairman: 

Q. Are they safer than ours t —A. No, I don’t think that they are any 
safer. The roads of this country are now very much safer than they used 
to be. They have as many accidents in Europe as we have here. 
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GOVERNMENT PURCHASE OF RAILROADS. 

Q. Wliat is your belief as to the effect upon the vast interests of the 
country if the General Government should buy out the railroads—own 
them themselves—if they should pay for them a fair price and take con¬ 
trol of the transportation business of the country !—A. My idea is that it 
would be a very sorry day for this country when this is done. 

Q. What makes you think so!—A. Well, it is hardly necessary to 
explain that a Government constituted like ours cannot run railroads. 
In Europe they may do it. 

Q. This Government runs the post-office, you know !—A. Yes, but 
railroad operation is much more complicated than the management of 
the post-office. The postal service is only a small branch of railroad 
business. It seems to me so self-evident that the Government should 
not own and operate the railroads, that I can hardly get myself to rea¬ 
son about it. I do not see any necessity for considering the question. 

The Chairman. Some gentlemen who within a few weeks past have 
sat where you now sit have given many reasons why the Government 
shonld own them. 

The Witness. Well, there are a great many reasons why railroads 
should be under one management. That would be an excellent thing 
to accomplish, but it cannot be accomplished under our Government. 
The gentlemen who advocate this don’t know anything about railroad 
management, or they don’t know anything aboutour Government, or don’t 
know anything about both. In the old countries, where railroads are 
run by the state, the state establishes schools in which it educates 
the officers of all grades. The method of education and advancement 
in the service is similar to our Army system. After railroad officers are 
too old or disabled, they get a pension. Thus the state secures a corps 
of officers that devote their whole lives to the service. They get little 
to live on, but are satisfied. All this would be impossible in this coun¬ 
try, from the very nature of our Government—its political character, wuth 
its changes in office, the rings, etc. 

Q. I will not ask you to go into the metaphysics of the thing any fur¬ 
ther. 


STRIKES. 

I would like to ask you now whether you have had experience with 
laboring men !—A. I have had a great deal of experience for at least 
thirty years with the laboring classes. 

Q. Have you ever come in contact with strikes or any difficulties of 
that kind!—A. Yes, I have had something to do with strikes, and they 
are disagreeable things to have. 

Q. As iar as you have observed, what have been the influences lead¬ 
ing up to them !—A. There are strikes to secure higher wages some¬ 
times, and at other times for enforcing some particular rules on the em¬ 
ployer-rules that I thought were not altogether fair—such as limiting 
the number of apprentices. 

Q. The resolution of the Senate under which this committee is acting 
directs us to inquire into the causes and consequences of strikes, and 
to get any suggestions that we can that may be serviceable in prevent¬ 
ing their renewal hereafter. I would like' to have you give us your 
ideas in regard to this labor question and in regard to trades unions 
and the like.—A. Keally, my experience with labor organizations has 
been limited. 
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THE BROTHERHOOD OF LOCOMOTIVE ENGINEERS. 

I have had something to do with the Brotherhood of Locomotive En¬ 
gineers ; when it was newly organized they were rather prone to exer¬ 
cise the powers which they had acquired by acting unitedly. They, 
however, were made to see their mistake, and acted more conservatively 
afterwards. The experience of the locomotive engineers led them to 
abstain from strikes, and to settle all their difficulties peaceably with their 
employers. I have not been actively engaged myself in managing rail¬ 
roads for the last five years, and have not been directly in contact with 
the workmen; but I think that organization on the whole hao done a 
great deal of good among the men, and brought them up to a higher 
standard. When they have any difficulties or complaints they are very 
conservative in negotiating with their employers, and try to get what 
is wrong made right, and they are always met by their employers in the 
best spirit. The railroad officers have no reason for oppressing their 
workmen. They are in the position of mediators, rather than actual 
employers. 

Q. Do you think that the great industries of the country, such as 
railroads and other industries, make the provision that they ought to 
make for their laborers in case of accident or disability, or perhaps old 
age?—A. They have not doue much yet in this direction. 

Q. What ought to be done in that matter, do you think?—A. The 
Baltimore and Ohio have set a good example by instituting an insur¬ 
ance company among their employes. 

Q. Is that a contribution out of his wages, or does the company con¬ 
tribute?—A. The Baltimore and Ohio Company, I think, contribute 
one-half to the fund. 

Q. To whom is that fund available?—A. That I cannot tell you, but 
generally it is for the old and disabled. In France they have had a 
similar system in operation, and I think it should be adopted more 
generally here. 

GOVERNMENT CONTROL OF RAILROADS IN FRANCE. 

Q. Do you know the nature of the Government control over the rail¬ 
roads in France>?■—A. Yes. 

Q. What is it?—A. Most of the railroads in France, really, 1 might 
say, belong to the Government. The roads are built generally by the 
Government guaranteeing a certain amount of interest on the invest¬ 
ment—I believe 5 per cent.—to the railroad corporation. In that case 
of course, it should have the right to regulate the rates, because it has 
to make up all the deficiencies in income. But it allows the railroad 
companies to earn as much more as they can, under the restrictions, 
however, of a tariff approved by the Government. The Government 
inspects and approves the tariff; the company only suggests it. The 
Government has not even the right to fix the tariff absolutely, but the 
initiative in making tariffs is with the railroad companies, and the Gov¬ 
ernment can approve or not, as it pleases. Under the French control 
of railroads, the people are just as much dissatisfied with railroad man¬ 
agement, and perhaps more so than they are here. Under the system 
under which French railroads were built competition has been almost 
impossible. They built railroads from Paris to each part of the coun¬ 
try, the roads all centering in Paris. But they made no connections 
between those various systems, and so each road has a territory for 
itself. They do not come into competition with each other. 
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TRADES UNIONS—THEIR EFFECTS. 

Q. Reverting again to tlie trades unions generally, what, in your 
opinion, is their operation on the laboring classes?—A. I think that 
they are very beneficial if they would restrict themselves within legiti¬ 
mate operations. They can do a great deal of good in advancing the 
interests of the workingmen and educating them to a higher standard 
of perfection. 

Q. And as they do that, do they qualify them to demand and receive 
a higher rate of wages t—A. The wages are generally regulated by the 
merits of the men. The superior workman commands higher wages. 

Q. Then if they improve the general condition of the workingmen 
as a class, the men would be likely to receive more pay, would they 
not ?—A. I think that would be the tendency. 

THE STANDARD OIL COMPANY. 

By Mr. Call : 

Q. Do you know anything about the relations between the Stand¬ 
ard Oil Company and the railroads on the lines having connection with 
that company?—A. I never had any personal connection with that 
business; but, of course, I know from general information a great deal 
about it. 

Q. You know the charge has been frequently made in Congress that 
there was some arrangement or combination between those lines by 
which all private enterprise in that business was destroyed ?—A. Yes; 
that may indirectly, perhaps, have been the result, but it was notcontem- 
plated by the railroads. This is one of the clearest illustrations that 
can be found of the.bad effect of unrestricted competition between rail¬ 
road companies and the good effect of such an institution as we now 
have. If there had been such an institution as the association that I 
am connected with, the Standard Oil Company could never, perhaps, 
have found an existence. They built up their fortune first by going to 
one company and getting a rate from them, then going to another com¬ 
pany and getting a lower rate, and as the railroads were anxious to buy 
their business by one offering lower rates than the other, they were bid¬ 
ding for this particular business, while the regular business was made 
to pay higher rates. Xow, if those three or four companies had come 
together at the time that this Standard Oil Company was ready to make 
their shipments and had fixed a common rate by all roads, or if they 
had “pooled” the business so as to remove all motive for making lower 
rates solely to the Standard Oil Company, all the difficulties complained 
of would never have happened. 

THE DRESSED-BEEF MONOPOLY. 

The same difficulty of building up monopolies by competition between 
railroads has occurred partially with other business. This railroad com¬ 
petition has helped to concentrate the live-stock and dressed-beef busi¬ 
ness into the hands ot a few men. We have been able to improve some¬ 
what upon these conditions. But the tendency of these competitive 
fights between railroads always has been to build up a few shippers, 
who by degrees can monopolize the whole business of the country. In¬ 
stead of giving open and the same rates to everybody under like con¬ 
ditions, private contracts are made to secure certain individual large 
shippers on better terms than is given to the general public. It is this 
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injurious effect of competition that we desire to prevent by our combi¬ 
nations. . . 

Q. Do you think any private arrangement or private association such 
as yours, having no authority in law, is strong enough to control a cor¬ 
poration against powerful pecuniary interests associated in the form of 
the Standard Oil Company?—A. After the railroads had built up that 
company they had no power to control it. On the contrary, the Stand¬ 
ard Oil Company controlled the railroads. But they never could have 
got that power if the railroad companies had adopted a wiser policy in¬ 
stead of allowing themselves at first to be used one against the other, 
and instead had acted coucertedly, and pooled this traffic—which they 
afterwards did, but too late. There is nothing to be done now, I sup¬ 
pose. The Standard Oil Company is independent of the railroad com¬ 
panies. They have their pipe lines and ship no crude oil by railroads. 
But at the beginning there was not any design or intention on the part 
of the railroad companies to help the Standard Oil Company. 

RAILROAD ASSOCIATIONS PREVENT SUCH MONOPOLIES. 

What they did was the result of competition between the railroad 
companies, each trying to secure this traffic for itself ; buying it, as it 
were, by reduced rates. It was this sort of competition which worked 
the harm. The Standard Oil Company took advantage of this compe¬ 
tition and got better rates than the public. The very object of our 
association is to avoid this. 

Q. Your association, as I understand it, is one constituted by the vol¬ 
untary adhesion of each railroad ?—A. That is all. Each road can with¬ 
draw from it when it pleases. They can only be held together by mo¬ 
tives of self interest. 

Q. They have a fund, I suppose, to sustain the association ?—A. Yes, 
they contribute to the expenses, each according to the amount of busi¬ 
ness it does. 

Q. Have you found that system to be efficacious in the preservation 
of rates reasonable to the public at large and compensatory to the rail¬ 
roads as well ?—A. Yes, it has been so thus far. Its operation has been 
by no means perfect, but a great deal of good has already been done. 
We have had only one of those unfortunate railroad wars, and that 
lasted some nine months. It was in 1881. Since that time we have 
avoided this strife and have maintained reasonable rates of transporta¬ 
tion more uniform and permanent than before. 

ADVANTAGES OF INCORPORATION OF RAILROAD ASSOCIATIONS. 

Q. I think I understand that your idea as to Government control is 
in the fostering and encouraging of such an association as yours ?—A. 
Yes, in making it a legal association—iu incorporating it as they have 
incorporated a somewhat similar association in England. 

Q. In order that it may have a legal effect for its agreements?—A. 
Y^es, that is all. Whenever railroad companies enter into a legal agree¬ 
ment, it should be enforced by law as any other contract. At present, 
I suppose, most courts would say that it was against public policy to 
incorporate such an association. This is because they do not understand, 
really, the practical working and object of such an association; so we 
have to battle on in the best way we can, without the sanction of the 
law and against public prejudice. 

Q. Your idea is that of a voluntary incorporation of railroads?—A. In 
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groups; there are certain groups of roads that work together, forcing 
nobody to join them but letting everybody who wants to come in; and 
whenever they do come in and make an agreement they should be com- 
pelled to keep it. There need be no compulsion to join in these associa¬ 
tions. 

Q. You think the advantages of such an association would be to have 
everybody join it?—A. Yes, that would be the natural elfect. In En¬ 
gland, I believe, they started with only a few companies, and now they 
have all the companies in England, I believe, or nearly so. 

Q. You are further of the opinion that the existing roads could not now 
be built for the present capitalization—$60,000 a mile ?—A. Yes; I don’t 
think that that is an excessive amount of capitalization. 

Q. And that the amount paid on that is about 3 per cent.?—A. Five 
per cent, to the bondholders and 3 per cent, to the stockholders. 

RELATION OF STOCK AND BONDS TO ACTUAL COST. 

Q. What proportion of that stock is stock that represents any real 
value—stock paid for; stock that was not made by the credit of the 
franchise—by bouds issued and roads built upon a pledge of securities? 
—A. I don’t think that the cost of railroads could have been much less 
than they are now capitalized at; that while some stocks have been 
watered, other stocks have been retired. 

Q. What proportion of them are stocks that have been watered, as 
you call it?—A. I could not tell you that, and I believe nobody can 
tell; but I only judge from the average cost of roads that it could not 
have been otherwise than that the watering and retiring must have 
very nearly balanced each other. 

Q. You feel very confident that $60,000 a mile would not be an ex¬ 
cessive value for building a road at the present time, and equipping it? 
—A. The average road ; of course some roads can be built much cheaper; 
but you must not forget to consider the cost of the equipment, of ter; 
minal facilities, of interest during construction and discount on securi¬ 
ties. 

Q. That amount you consider represented now by the present capi¬ 
talization of the roads?—A. Yes, about $60,000 a mile. 

STOCK WATERING ON RAILROADS. 

There is so much said about stock watering that I wish to refer to it. 
Of course, the capital stock of railroads may be increased legitimately and 
the term “ watering ” should not then be applied. There are many roads 
that when first built were unfinished. Generally when the rails are 
first laid the road is considered finished. But the expense has only com¬ 
menced then. Most roads are only temporarily built, aud in the course 
of a few years all the net earnings that the road makes, if any, are used 
to finish it. It is proper that the amounts so expended should be 
charged to capital. Stock may be issued either in the shape of divi¬ 
dends or otherwise, to represent the money that the road has earned 
and has put into the property to increase its value. 

By the Chairman : 

Q. You mean provided the original capitalization did not represent 
the value of the road after these improvements are made?—A. I take 
it for granted that the original road was built upon a stock subscrip¬ 
tion, and that it was finished by the time that the money realized from 
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stock subscriptions gave out. The road may have had, perhaps, to run 
several years before they earned anything, but all the net earnings were 
used in building and in finishing the road and acquiring rolling stock, 
etc. If they then issued stock to the extent of the amount of money 
thus expended, that would not be watered stock; it would not be wrong 
to issue such stock. It is difficult now to tell in each case under what 
conditions the stock was increased, and that is the reason why it is im¬ 
possible to tell what stock is really fictitious and what stock represents 
property. Unfortunately, there has arisen lately the system of building 
roads on watered stock, when bonds are sold and a certain amount ot 
stock thrown in as a premium. Some of these roads are built simply 
on speculation and for the purpose of making money out of people who 
are foolish enough to buy the securities, while the originators generally 
get out before the road goes into bankruptcy. Unfortunately, there has 
been a good deal of that sort of railroad building lately, and a stop 
ought to be put to it if possible. But really this is done by speculators. 
The old railroad companies do not like it. 

By Mr. Call: 

Q. But the railroad is built?—A. Yes; there is some good in this. 
The railroad is built, and some people get the benefit of the roads, but 
others are punished. 

SPECULATION IN FOOD PRODUCTS. 

By the Chairman : 

Q. I suppose you must understand this question of the effect of the 
operations of the Produce Exchange and the speculators who deal in 
the prices of food ?—A. Yes. 

Q. That is quite a subject, and there is here a witness whom we ex¬ 
pect to testify to-night, and it is quite inconvenient for him to come 
again. Can you come in again and give us your views on that subject? 
—A. I cannot give you any more light than you have. The New York 
legislature has investigated already this subject of corners. 

Q. But it is contained in a volume of about a thousand pages, and we 
have not got a thousand years to read it in.—A. In my opinion this 
speculative mania is very much to be regretted. 

Q. Please give as nearly a categorical answer as possible to this ques¬ 
tion, leaving it without explanation, or at least without much explana¬ 
tion : Whether you think that these operations are a benefit or an in¬ 
jury, on the whole, to the laboring class—the consumers of food ?—A. 
I don’t think they have any permanent influence on the price of the 
necessaries of life. They may cause temporary increase in the prices 
of food, but it is only to have a corresponding reduction to follow. 

Q. Taking the whole year together, you think it has no effect?—A. 
It has little or no effect upon the whole year’s transaction. 

The Chairman. Is there anything else that you desired to say ? 

“CHARGING WHAT THE TRAFFIC WILL BEAR”: MEANING OF THE 
PHRASE. 

The Witness. The only thing that I would like to state is in regard 
to the complaints made that railroads charge for their services all the 
traffic will bear. 

The Chairman. Yes, that is the basis for an expression which I think 
has passed into general currency. 
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The Witness. Yes. It is a plank in the platform of the Anti-Mo¬ 
nopoly League. I would like to explain this matter if you have time. 

The Chairman. You had better do so. 

The Witness. This complaint arises from a misunderstanding of the 
principle on which railroad tariffs are made. It ought to be said that 
the railroad companies do not charge more than the article will bear— 
perhaps that would come nearer to the truth. Few articles are now car¬ 
ried at much more than the actual cost of transportation, if you take in 
consideration the interest charges. For example, take grain. If we 
were to charge the cost of transportation, we would have to charge at 
this time, perhaps, 35 cents per hundred pounds. That would cover 
the cost of doing the work, and at the same time allow for interest on 
the investment. Instead of that, we carry grain for 25 cents per 100 
pounds from Chicago to New York. This is because we do not charge 
more than the article will bear. Of course we could not do otherwise 
if we intended to. On the other hand, we carry dry goods, for example, 
at 75 cents. We charge more upon dry goods than upon grain, simply 
because the article will bear it. There is no injustice in charging for 
that service that amount of money—the service is worth the money 
that we charge for it, if we estimate the service according to the value 
to the consumer. We cannot charge more than 25 cents for grain, and 
in order to average the earnings so as to cover the cost of operating the 
railroad, we have to charge more on other articles. A suit of clothes, 
for instance, weighing 12 pounds, is carried for 8 or 9 or 10 cents. 
That is a charge that it will very well bear. It does not cost very much 
more to carry a ton of dry goods than to carry a ton of grain. Of course 
it costs some more, but not enough to make so large a difference in the 
charges. It is necessary that we should tax the goods that will bear a 
larger transportation rate, in order to pay for those goods that we have 
to carry for an insufficient profit. 

“COST OF SERVICE” NO CRITERION FOR CHARGE. 

This is the only way in which railroads can be made really useful to 
the country. This idea that the railroad company should charge the 
cost of the service is perfectly ridiculous in itself, because they cannot 
get the cost of the service now, as I have shown, and nobody wants to 
pay more than they pay now. 

I hardly think that 3 per cent, is a sufficient compensation for the 
stockholders in railroads in this country for the capital they invest— 
taking into account all the risk of the investment—but if the people are 
willing to make up all the losses so as to give them 6 per ceut. there 
would be no objection on the part of the railroads. The tariffs then 
could be made alike on silk, and grain, and coal, and every other article. 
If each service should be paid according to its cost it would be a most 
delightful way for railroad companies to manage their railroads. It 
would be so simple to make the tariffs on so much per ton per mile, 
whether silk, or grain, or coal. 

But the effect of that tariff would be that most of the important arti¬ 
cles now carried over the railroads could not be carried at all. The 
grain could not stand the average cost of transportation; and so with 
many other articles of transportation. I estimate that the average cost 
between Chicago and New York is perhaps 40 cents per 100 pounds on 
grain, perhaps 35 cents, but we carry the great bulk for less than that; 
so that the principle that railroad charges should be based on the value 
of services tendered rather than on the cost is, I think, the correct one, 
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and. instead of this being made a point of attack on the railroads, I 
think it is the only principle that will lead to the full development of the 
country—the principle of carrying business at rates that it can pay. 
Some articles will yield no profit, while others, such as luxuries, will 
make up for the loss; all taken together will pay the cost of transpor¬ 
tation. That is the principle that is followed not only here, but in every 
other country. Auy other principle, if adopted—as the Anti-Monopoly 
League desire—would be simply ruin to the best interests of the country. 
You could not develop a country under it. This principle of charging 
according to the value of the service rendered is adopted in all countries, 
and is practiced, I suppose, by all individuals in all mercantile trans¬ 
actions. 

I believe that in England, in olden time, on the turnpike roads and 
highways the tariff was not the same for all vehicles that passed over 
them. A pleasure carriage had to pay twice as much toll as a freight 
wagon, although it is lighter and does less damage to the roadway. 
That principle was recognized on the public highways there constructed 
by the Government. It was recognized on the Erie Canal, owned and 
managed by the State of New York—different toll for different articles, 
although the cost for use of the canal could not be different. For lum¬ 
ber and coal, for example, there was a lower toll than for other articles. 
On salt thej^had a toll one way which was higher than the toll the other 
way. All these distinctions are recognized on public roads owned by 
the Government. The attempt to show that the railroads are wrong 
in adjusting their tariffs according to the value of the service rendered 
is based simply upon the grossest ignorance of the correct principles 
upon which transportation charges should be made. 

There is another subject upon which I would like to make some re¬ 
marks, and as the committee desires to hear another witness this after¬ 
noon, I will be as brief as possible. 

COMPOSITION OF RAILROAD TARIFFS. 

The charge is made that the so-called watering of stock has the effect 
of increasing the cost of transportation, and that the public is required 
to pay dividends upon this watered stock. I wish to explain that this 
is not true. It does not make the least difference what the indebtedness 
of a railroad company is in arranging tariffs. The policy of every road 
is, and must necessarily be so, to make the greatest amount of money 
that it can make legitimately. I have fully explained the conditions 
under which tariffs are made. They are commercial conditions entirely 
independent of the stock liability of the railroads. I have shown that 
the tariffs are not based on the cost of the service or on the indebted¬ 
ness of the company. If the rule was established that the cost of the 
service should be the basis of all tariffs, then the watering of stock, 
increasing the capital of a company fictitiously and endeavoring to pay 
interest on that increased capital, would of course increase the trans¬ 
portation charges, and the complaint would be a just one. As it is, the 
the watering of stock maybe done with a view to stock speculation, and 
may affect the interests of investors and speculators, but it does not 
affect the interests of the patrons of the road. The assertion that it 
does shows nothing but ignorance of the facts, and I challenge any one 
to produce a single instance where the watering of stock has been fol¬ 
lowed by an increase of transportation charges. 

The anti-monopolists in New York are constantly asserting that the 
workingmen have to pay interest on the increased stock of the New 
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York Central Railroad, and this assertion is made in the face of the fact 
that since that increase took place the freight transportation charges 
on the New York Central Railroad have decreased nearly 50 per cent., 
showing how groundless these complaints are. I wish it understood 
that I am utterly opposed to stock-watering—that is to say, when an 
increase of stock is not based upon an increase in the cost of the prop¬ 
erty; but what I wish to demonstrate, and believe I have done so, when 
I spoke of the principles that underlie the making of tariffs, is, that 
the shippers or the patrons of the road are not injuriously affected by 
stock-watering. The investors in these properties may be deceived, and 
the watering of stock may be used as a means for illegitimate specula¬ 
tion, and transactions of this kind should be, and are in some States, 
forbidden by law, but the cost of transportation and the cost of supplies 
to the workingmen is not thereby increased one iota. 
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ARGUMENT OF MR. ALBERT FINK. 


Mr. Chairman and Gentlemen of the Committee : Your committee has under 
consideration a number of bills that have for their object the regulation and manage¬ 
ment of railroad companies in the interest of the people, and the remedy of abuses 
supposed to exist in the conduct of the railroad transportation business. 

The problem is one that has been repeatedly considered by Congress and State 
legislatures, and not only by the legislative bodies of this country, but those of all 
civilized nations; and yet up to this time little progress has been made toward its final 
solution. This fact alone suggests the difficulties and intricacies of the questions 
with which you are to deal. 

The best intellects of all civilized nations where the modern transportation system 
has been introduced have grappled with this subject, but they have not thus far suc¬ 
ceeded in accomplishing the desired end. If your committee or Congress should be 
so fortunate as to be able to suggest a solution in the sense as popularly demanded, 
you would establish a claim upon the gratitude of all mankind. 

But it is hardly reasonable to expect that your committee during the session of Con¬ 
gress, aud occupied, as you must be, with so much other important work, can accom¬ 
plish that which the united labor of the best minds of many nations have been unable 
to accomplish in the last thirty years. It is not to be expected that your committee would 
he prepared, upon so short an investigation, to recommend effective legislation upon 
a problem that is as intricate as it is important, and which certainly should not be 
dealt with lightly or superficially. 

In the short time that I am allowed to occupy your attention, I shall only attempt 
to explain the principles involved, and the general features of the problem, and its 
great complications aud difficulties, simply with the view of demonstrating that the 
subject is entirely too large to be dealt with by your committee during the short ses¬ 
sion of Congress; aud the only recommendation I propose to make, which I shall 
sustain by my argument, is, that your commit'ee continue its investigation after the 
session of Congress, or that a special committee be appointed for that purpose, or a 
permanent commission, empowered to thoroughly investigate the subject, and report 
to Congress the proper measures to be adopted, if any, to control the railroads of this 
country in the interest of the people. 

Among the several bills which have been introduced, and are before your committee 
for consideration, is the one introduced by Mr. Horr (H. R. 79), which, it appears to 
me, proposes the only practical measure that, at this stage of the problem, should be 
adopted. 

The bill introduced by Mr. James Wilson (H. R. 2012) is of similar import and is 
also unobjectionable. 

Mr. Horr’s bill provides for the establishment of a board of commissioners of inter¬ 
state commerce as a bureau of the Interior Department. The sixth section of this 
bill provides: 

“That said board shall in all ways endeavor to procure the data necessary to the 
gradual enactment of an intelligent system of national legislation, regulating inter¬ 
state commerce, and shall make an annual report of its doings to the Secretary of the 
Interior on or before the first day of November of each year.” 

If this bill could meet the approval of your committee, and should become a law, 
it would not be necessary for me to discuss the many other measures proposed in the 
various other bills, and which enter more or less into the details of practical rail¬ 
road management. 

In order that the proper measures may be adopted, it is necessary that there should 
be a complete understanding of the whole problem, its difficulties and intricacies. I 
believe that the bill proposed by Mr. Horr would not only be satisfactory to the rail¬ 
road interests of the country, but that it would meet the approval of all conservatively 
thinking citizens. 

I may be allowed here, as an expression of public opinion, to read an article from 
the New York Times, of December 23, 1883, which fully expresses my own views : 

“The question of regulating interstate commerce by national authority is likely 
to be urged upon the attention of Congress with new force during the present session. 
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It was commended to that body for careful consideration, by the President, and there 
are few subjects with which it has to deal so calculated to awaken interest among 
the people. Among the bills already introduced is one by Senator Cullom, of Illinois, 
which starts with the right idea. Serious mistakes are almost sure to be made if Cou- 
gress begins with radical measures of restriction. The problem is one of immense ex¬ 
tent and great intricacy, and there are very few persons in Congress who have a 
thorough understanding of it. The understanding necessary to a prudent treatment 
of the subject cannot be obtained through the kind of debate that is evoked upon 
measures prepared by single members or in committees, even after the most extended 
‘hearings’ that it is practicable to give. Neither would a special commission ap¬ 
pointed to investigate and report conclusions best serve the purpose. Whatever leg¬ 
islation it might recommend there would remain the need of a supervisory body to 
have charge of its execution. A commission, to b£ of value, must be a permanent 
one, with all necessary powers for inquiry and examination, and the measures to be 
adopted should be the results of its observation and practical experience. 

“ There are certain principles which are sufficiently clear to start with. The work 
of State commissions needs to be supplemented by the national authority, which 
alone can extend supervision to the traffic that passes from one State to another. 
Some means of inquiry and publicity regarding this kind of traffic i-s needed in order 
that its management may be more fully understood and brought before the public. 
Unjust discriminations of every kind and degree should be subject to official expos¬ 
ure and remedy. A commission, therefore, such as Senator Cullom proposes, with 
power to collect information, hear complaints, and make reports and recommenda¬ 
tions to the Government, affords the best means of beginning the work of regulation. 
Such a commission, if composed of competent men, would prepare the way for such a 
system ofregulation as would be found to be adapted to the requirements of the case. 
No man or body of men can devise such a system without first having the opportunity 
to make a thorough study of the interstate railroad problem in all its phases. No 
man or body of men is likely to make the necessary study unless put in a position 
where it will become a duty and a business to do so, and where the advantage and 
support of official authority may be had. 

“A carefully chosen commission, which should go to work in the right spirit, would 
first set itself to the task of gathering full information regarding the railroad system 
of the country and the methods under which, as a whole and in its parts, it is man¬ 
aged. Alleged abuses would be brought to its attention and duly examined, and the 
difficulties which stand in the way of their remedy would be fully studied. The pub¬ 
licity which would be given to the affairs of the railroads would of itself exercise a 
restraining influence of no inconsiderable power. But the greatest gain would ap¬ 
pear in that thorough knowledge that is necessary as a guide to prudent action. The 
commission would ascertain, as can be ascertained iu no other way. just what the 
abuses and defects of the system are, and how far and in what way they can be most 
effectually remedied. Such a body, when it had mastered its problem, would be apt 
to deal with it in a cautious and prudent spirit, but the results would be all the more 
judicious and safe. 

“First, give us the commission, with general powers of inquiry and supervision, 
making sure that its members are capable and upright men, who will be guided solely 
by an enlightened view of the interests of the whole people ; and then let them work 
out the problem and suggest the restrictive and regulative measures which they may 
find to be necessary to perfect their work. It may as well be suggested that men of 
the right stamp cannot be secured by offering them as a consideration for their serv¬ 
ices a fraction of what a single railroad company would pay for like qualifications. 
The salaries proposed in the Cullom bill are entirely inadequate.” 

I fully indorse all that has been said in this editorial. 

To fully analyze the various measures proposed iu the several bills before your 
committee would be a work requiring much time. These bills should be referred*to a 
commission who could devote to these questions several months of thorough investi¬ 
gation and make a report, perhaps to the next Congress as proposed in section 6 of 
Mr. Horr’s bill. 

I do not propose to enter into details, but I intend to refer in a general way to the 
difficulties encountered iu attempting to solve the railroad problem. 

The first question to be considered is: What are the just demands of the people 
with which the railroads are expected to comply ? The railroads were constructed 
for the purpose of furnishing roadways, over which their owners were to carry on the 
business of transportation ; that is to say, the business of common carriers, and they 
ought, therefore, to comply with the requirements which are made upon common 
carriers. 1 

The common law clearly defines the duty of common carriers, and the definition is 
so simple that it leaves no room tor misunderstanding, viz : 

liist. These railroad companies, acting as common carriers, are to perform serv¬ 
ices lor the pe-q.de at a reasonable cost. 
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Second. The charges shall be just and equitable. 

If the railroads comply with these requirements, and confine themselves strictly to 
the business of common carriers, they do all that the people can reasouahly demand 
of them. No additional legislation or interference on the part of Congress or State 
legislatures would be justified in that case. p 

The questions, therefore, that present themselves for investigation by Congress 
are: Have the railroad companies, as far as the interstate commerce is concerned, 
complied with these requirements ? If not, in what respect have they failed, and what 
is the reason for this failure ? Is it willful neglect of their duties, or is it due to 
causes beyond the control of the individual railroad companies ? If willful neglect, 
the common law should be sufficient to enforce compliance. But if these evils arise 
from causes beyond their control, which I propose to show is the case, and if the com¬ 
mon law is not sufficient to protect the people, then new methods should be adopted 
which will accomplish that purpose. 

After it has been ascertained that a plan can be devised which can be carried out 
by legislative action, then the question arises whether Congress has the legal power 
to enforce it. There are a great many practical affairs of life which cannot be con¬ 
trolled by direct legislation. Should it appear that railroad management is one of 
them, the question of legislative jurisdiction need not be discussed at all. 

I shall therefore examiue the subject from the commercial and practical stand¬ 
point, and this under two heads : 

First. Have the railroad companies of this country performed transportation serv¬ 
ices for the people at reasonable cost ? 

Second. Have their charges been justly and equitably assessed upon the people ? 

Judging from some of the bills that are under consideration, it seems to be taken 
for granted by their authors that the railroad companies have not complied with the 
first condition, and that they have been guilty of extortion, and that therefore their 
charges should be limited by law. 

The bill introduced by Mr. Peters (H. R. 2119) provides for the establishment of a 
national board of arbitration (section 6, lines 10 to 13), which board is “to determine 
the maximum rate to be charged upon freight and passengers by common carriers upon 
all lines of transportation situated in two or more States and Territories, or a State 
and Territory.” 

The bill introduced by Mr. Barksdale (H. R. 3265) also establishes a commission, 
and in section 5, lines 4 to 6, it is provided that the said board of commissioners 
shall make a schedule of reasonable maximum rates of charges for the transportation 
of passengers and freight.” 

I will first consider whether railroad charges are reasonable. If they are, there is 
no necessity for the provisions of these bills fixing maximum charges. 

The most extravagant statements are made in order to show that extortion is prac¬ 
ticed by railroad companies. These statements go before the public without contra¬ 
diction and are believed. In the official report of Senator Windom, as chairman of 
the Committee on Transportation to the Seaboard, in order to show the immense power 
of the railroad companies to exact unjust charges from the people, he estimated that 
an advance of 5 cents per 100 pounds in the rate of transportation on grain to the 
seaboard amounted to $45,000,000 per annum, which sum could be exacted from the 
people at the pleasure of the “railroad kings.” Iu this estimate he assumed that the 
entire grain crop of the country, which at that time amounted to some 1,500,000,000 
bushels, was carried by the four trunk lines to the seaboard, leaving nothing for home 
consumption, not even enough to feed the stock of the farmers who raised grain, nor 
the farmers themselves, nor to supply seed for the coming year. This peculiar state¬ 
ment was very largely circulated among the people throughout the country, and is 
to-day, no doubt, believed by many. 

Later, when it was thought expedient to establish an anti-monopoly league in New 
York, and it was necessary to show what terrible monopolies these railroads were, a 
speaker, at the first meeting at which the anti-monopoly league was organized, im¬ 
proved upon the estimates of Senator Windom. 

Notwithstanding these extortions by the railroad companies, as estimated by Sena¬ 
tor Windom, it was found that the grain crop in 1880 had increased from 1,500,000,000 
to 2,400,000,000—a remarkable increase uuder the alleged extortionate charges of’the 
railroads—and that the 5 cents increase in 1880 amounted, upon the whole grain crop 
of the United States, which also was supposed to be transported to the seaboard, to 
$75,000,000; and the railroads were charged with extorting from the public, on grain 
alone, $75,000,000, and the total estimates of the extortions of the railroads, including 
other freights, was placed at $900,000,000. This in the face of the recorded facts that 
the entire income of all the railroads iu the country during 1880, over some 94,000 
miles of road, from freight transportation charges of every kind and nature, amounted 
to only about- 

The Chairman. Is that in reference to Judge Black’s statement ? 

Mr. Fink. Yes; to Judge Black’s statement. 


6 


The Chairman. I want to mention right here this, which I omitted when Mr. De¬ 
pew and Mr. Blanchard were on the same thing, and for the reason that ought proba¬ 
bly to restrain me now. 1 called his attention to that statement made years ago, and 
he made an explanation to me which showed there had been a total misstatement and 
misapplication of his remarks. 

Mr. Fink. I have his own letter, published in the New York World. I have not 
got it here. He makes this statement which I quoted. 1 do not hold Judge Black 
responsible for these figures. They were given to him just as he was stepping on the 
rostrum to speak. They were given to him by Mr. Thurber, I believe. 

Mr. Dunn. Let me ask you a question in regard to these net earnings. You put it 
at about 5 per cent, on the stock ? 

Mr. Fink. On the whole investment. The bonds paid more than the stock. 

Mr. Dunn. The gross earnings are 5 per cent. 

Mr. Fink. The net earnings on the whole investment—stock and bonds. 

Mr. Glascock. And out of that 5 per cent, the interest has to be paid on the bonded 
debt and dividends to stockholders? 

Mr. Fink. Yes. The bonded debt receives a higher proportion than the stock¬ 
holders—6 or 8 per cent, on the bonds, while the stockholders only receive what is left. 

Mr. Long. The interest is paid in the one case on the funded debt, and no interest 
is paid at all in the other case. 

Mr. Fink. In many instances. 

Mr. Dunn. Is the interest on their funded debt estimated as part of their expenses 
and not taken into consideration iu making dividends? 

Mr. Fink. I include it here as a profit on the investment. Five per cent, is the 
total net earnings of the railroads. 

Mr. Long. Not counting sums paid as interest on their funded debt. 

Mr. Fink. From that amount they have to pay interest on the funded debt and 
dividends on the bonded debt. 

Mr. Dunn. Two hundred and fifty-five million dollars will be the total amount. 

Mr. Fink. Two hundred and fifty-five million dollars are left to pay interest on the 
bonded debt and stock, if any. That was in 1880. The total earnings from freight 
were $500,000,000, and, including the passenger service, only $650,000,000. Of these 
gross earnings there were paid by the companies for operating expenses, $360,000,000- 

Mr. Woodward. What is the amount of the railroad investment ? 

Mr. Fink. About $7,000,000,000. 

Mr. Dunn. One of the speakers called it $3,000,000,000: still another called it 

$ 6 , 000 , 000 , 000 . 

Mr. Fink. I think it is stated in Poor’s Manual to be about $7,000,000,000. 

The Chairman. Poor’s Manual of year before last states the amount to be between 
five and six billions. The actual investment is probably three or three and a half 
billions, but the watered stock brings it up to between six and seven billions. 

Mr. Stewart. Something is said about watered stock. You have heard about it 
before. Is there any way by which you can make auy estimate as to their real as 
compared with their reported capital ? 

Mr. Fink. I will refer to that directly. I expected that question would be asked, 
and am prepared for it. Of the total earnings in 1880 there were left $255,000,000 for 
the payment of interest upon an investment of $5,000,000,000, or about 5 per cent, on 
the investment; and this during the most prosperous year in the history of railroad- 
ing. How the railroad companies could extort $900,000,000 and only earn about $250,- 
000,000 I must leave to you to explain. The stockholders received about 3 per cent, 
on their investment, and the remainder was paid to the bondholders or used to liqui¬ 
date indebtedness. Now, these estimates, ridiculous as they may appear, were be¬ 
lieved, aud are believed up to this day by many intelligent people; hence it is not 
surprising that we find among the bills now before your committee a number providing 
for the protection of the people against unjust extortion, and providing for the ap¬ 
pointment of a commission to fix maximum rates of transportation on the railroads in 
the United States. 

I have above referred to the general results of the operations of the railroads in the 
United States in the year 1830. Since that time there has beeu au increase in the 
railroad mileage of the country, and it may be interesting to refer to the general re¬ 
sults obtained in the year 1882, the latest period of which statistics have been col¬ 
lected. I shall state the results only iu round numbers, in order that they mav be 
better remembered. 


The gross receipts of the railroads in the United States during 1882, from both pas¬ 
se SAl riS ht ean ' in S s > were about $700,000,000. The freight receipts were 
$o0U,000,000. These were the earnings of 112,000 miles of railroad. The net receipts 
were about $300,000,000. which went to pay the interest on the bonds and dividends 
to the stockholders. The $400,000,000 were expended in the operation of the roads. 
Ihe stockholders received about $100,000,000, which is equivalent to about 3 per sent. 
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on the stock. The bondholders got about $200,000,000, which is equivalent to about 5 
per cent. 

The capital invested in these 112,000 miles of railroads is about $7,000,000,000. The 
gross earnings for the year were therefore about 10 per cent, on the capital invested, 
and the net earnings were about per cent. It is only necessary to state these gen¬ 
eral facts to show that the people of the United States have received transportation 
services from these railroad companies at a very low rate, and with little profit to the 
owners of the roads. There certainly could not have been much extortion practiced. 
It is true that in single instances there may have b en charges that appear large. But 
this could not have been the case with the great majority of the railroads; otherwise 
the effect of extortion would appear in the general results which I have j ust mentioned, 
which it does not. It cannot be considered an extravagant compensation for the 
stockholders to receive 3 per cent, on so risky an investment.— 

The Chairman. Where will we find the statement showing that the total invest¬ 
ment is as much as $7,000,000,000 ? 

Mr. Fink. Poor’s Manual is my authority for stating that that is the total capitali¬ 
zation. 

The Chairman. Are those published ? 

Mr. Fink. Yes, sir; they were published for 1882. You ought to have those figures. 

Mr. Long. Have you analyzed that general statement, so that we can determine in 
any way whether there are some railroads which are making a very large per cent, 
of interest on their investment, and others that are making a very small per cent.; 
so that, although the average may show no extortion, still if we could pick out some 
panicular lines those would show a very large tax upon the business of the country ? 
Is there not something of that kind ? 

Mr. Fink. We know generally that there is not a railroad in the country that pays 
more than 10 per cent, dividend. We know that there are a great many that pay no 
dividend. 

Mr. Long. That is a fact, is it, that there are none which pay more ? 

Mr. Fink. Yes; none pay any more than 10 per cent. 

Mr. Dunn. Ten per cent, is the average interest on this $7,000,000,000 investment? 

Mr. Fink. No; not the average; I mean the highest of any one road. 

Mr. Dunn. You do not mean to say that the highest net earnings of any railroad is 
10 per cent. ? 

Mr. Fink. I don’t remember any that make higher dividends than that. 

Mr. Dunn. But the average gross earnings are 10 per cent. ? 

Mr. Fink. The average gross earnings are 10 per cent, on the total investment; 
but some roads may earn more than 10 per cent. The average net earnings on the 
stock are only 3 per cent. 

Mr. Dunn. Then there are some roads that earn more than 10 per cent. ? 

Mr. Fink. There are some that earn as much as 10 per ceut. on the stock, but, of 
course, there cannot be many. For example, if the stockholders ouly get an average 
of 3 per cent., and if oue-half of the roads pay nothing, the other half only pay 6 per 
cent. When you want to see whether any particular road is charging extortionate 
rates and is paying exorbitant dividends, the only way is to take up that particular 
road by itself and see what it cost and what it earns. 

Mr. Dunn. I didn’t know but you could tell us, if there was any information, where 
to get it. 

Mr. Fink. I cau tell you that none of them get mbre than 10 per cent, dividend on 
the stock; but you can see from Poor’s Manual what each road earns. 

Mr. Davis. That 10 per cent, is on the stock, in addition to what is paid on the 
bonds? 

Mr. Fink. Yes; on some roads. 

Mr. Dunn. Then that stock may represent the actual capital invested and a great 
deal not invested? 

Mr. ^ink. I will refer to this d'.rectly. 

It may be said that these low average earnings are the effect of the building of un¬ 
necessary roads and th t the stockholders shouM not have built them. This may be 
true so far as the stockholders are concerned. But are there any of the railroads in 
this country which are unnecessary ? Have not the people been immensely benefited 
by the construction of these roads, if the stockholders have not ? Would the people 
be willing to dispense with any of the railroads now builr.? If the stockholders 
have not received the benefits of their investments the people certainly have. 

It may also be said that of the $7,0.)0,000,000 invested in the railroads of this coun¬ 
try, as appears from the statistics, there is much fictitious or “ watered” stock. The 
stock liabilities of the railroads in the United States are about $3,500,000,000 in round 
numbers. Say that one-half of this stock was “ watered” stock. The interest re¬ 
ceived upon the legitimate stock would even then only amount to 6 per cent., which 
certainly is not an excessive interest upon so lisky au investment as railroads. But 
there is much misunderstanding in regard to the “watering” of stock. While un- 
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doubtedly the stock of many roads lias been “ watered,” on the other hand a great deal 
of stock has been wiped out. During the past eight years more than 20,000 miles of 
railroad property, costing $1,400,000,000, have gone into bankruptcy. 

The present capitalization of the railroads in the United States amounts to about 
$60 000 per mile. I doubt whether it would be possible to reproduce the railroad prop¬ 
erty of this country as it now stands at that cost which is only about one-half of the aver¬ 
age cost of railroads in Europe, where the labor aud material used in the construction 
of railroads is at least 33 per cent, less than in this country. The following table shows 
the cost perlfnile of railroads in some of the European countries: 


In Great Britain. 

In France . 

In Russia. 

In Austria. 

In Germany. 

In Italy. 

In the United States 


$ 200,000 
188,000 
135,000 
109,000 
105,000 
100,000 
60,000 


Mr. Dunn. Do you mean that as stating the actual cost, Mr. Fink ? 

Mr. Fink. Yes; I take that to be the exact cost. I believe they do not “water” 
stock in Europe. 

Mr. Dunn. That means everything—rolling-stock, buildings, and everything? 

Mr. Fink. Yes. 

Mr. Long. The cost of the right of way is greater there ? 

Mr. Fink. Yes; but we have to pay nearly $3,000 a mile duty on steel rails in the 
United States. Before the present tariff law was passed the duty was $27 a ton on 
steel rails, and it takes about 100 tons of rails per mile. That is $2,700 a mile for duty 
on steel rails alone. 

Mr. Dunn. Do you mean per mile of single-track road ? 

Mr. Fink. I mean that is paid per mile of track. 

Mr. Dunn. The New York Central has four tracks. A mile of that is but one mile, 
and not four miles? 

Mr. Fink. Yes; that is one mile of road, but four miles of track. 

Mr. Dunn. Are not a great many of the roads iu Europe double track? 

Mr. Fink. In Germany they are not; in England they are. 

Mr. Davis. I do not understand Mr. Fink to say that one mile of four tracks is only 
ealled one mile of road. 

Mr. Fink. Yes; I do. There are about 30,000 miles of double track, so that instead 
of 112,000 miles of road there are about 142,000 miles of track ; aud if you count the 
double track you see that it brings the cost from $60,000 per mile of road down to 
about $48,000 per mile of track. 

Mr. Woodward. When you say it costs $60,000 per mile, is that taken on au aver¬ 
age of all the railroads iu this country, including the Western and Pacific roads, where 
there are thousands and thousands of miles laid down upon the prairie, where they 
have nothing to do but turn up the sod ? 

Mr. Fink. Yes. 

The Chairman. In determining this 112,000 miles does that include the length of 
the track where they have double track ? 

Mr. Fink. Only the single length of the road, without sidings or double track at 
all. There are about 30,000 miles of siugle track besides the 112,000 miles of double 
track and side tracks. So if you express that in siugle track it would be about 142,- 
000 miles. 

Mr. Barksdale. What did you say was the additional cost per mile on account of 
the tariff? 

Mr. Fink. If you build a new road it will not now cost as much as formerly, as the 
tariff has been reduced. Formerly the tariff was $27 a ton on steel rails. That is as 
much and more than the rails cost in England aud Germany; they cau buy then 1 rails 
for less than that. We bad the pleasure of paying that in addition to paying for the 
rails; hence that is an item making the cost of our railroads unnecessarily great, and 
still, with all these disadvantages, we build railroads for $60,000 a mile, while it costs 
$100,000 per mile in a country where the material and labor is 33 per cent, less than in 
this country. 

Mr. Barksdale. Is not the additional cost of building the roads paid by the public 
who use the roads ? 

Mr. Fink. In this country ? 

Mr. Barksdale. Yes, sir. 

Mr. Fink. I shall hereafter refer to the fact that railroad tariffs are limited, and 
we cannot charge what we please; but we charge all we cau, and you see the stock¬ 
holders only get three per cent.; so, if you put taxes and taxes ou the roads, it does 
not come out of the public, but it comes out of the roads. 

Mr. Barksdale. You do not charge any more on account of the tariff? 
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Mr. Fink. No, sir; we cannot regard in most cases the cost at all in making our 
charges. We have to make our charges to suit the commercial interests of the peo¬ 
ple. They are limited by a great many influences, and we cannot tax at pleasure. 

Mr. Barksdale. You take that into consideration wherever you can ? 

Mr. Fink. Wherever we can—legitimately, of course, I mean. 

Mr. Barksdale. If the building of the roads should cost less by the reduction of 
the tariff, your charges would not be less; they would still be the same. 

Mr. Fink. That might have an influence upon it in some cases, but not upon a large 
amount of the competitive traffic. Our charges are limited by other considerations 
than the cost of the road and “ watered” stock. If we could always charge enough 
to pay the interest on the cost of the road, you would never hear of a bankrupt rail¬ 
road; but it is because our charges are limited and restricted in many ways that we 
have bankrupt roads. 

Mr. Glascock. Do not they charge up what they lose? I understood Mr. DePew 
to make the claim that they had to raise §10,000,000, and in order to do that they had 
to charge so much more on the way freight than on the through freight—charging the 
extra on the way freight to make up the loss on the through freight. 

Mr. Fink. They may have to make larger profits on the way freight thau on the 
through freight, but they don’t carry any freight at a loss if they can help it. 

The Chairman. Have you any means of telling what proportion of the 112,000 
miles of road is narrow gauge and what proportion is standard gauge? 

/ Mr. Fink. Perhaps there are two or three thousand miles of narrow gauge ; I can¬ 
not tell exactly, however. 

Mr. Woodward. And a large proportion of it is more expensive thau the standard 
gauge. That narrow gauge is mostly used in mountainous districts, is it not? 

Mr. Fink. There is not much difference in the cost of the roads of the two gauges. 
When I sjjeak of the capitalization of the railroads, I do Dot mean the cost; we can¬ 
not tell what the cost of the railroad system has been. A great deal of stock has been 
wiped out and a great deal has been “ watered.” We have ohly to do with the fact 
that the capitalization of the railroads—that the bonded debt and stock of the rail¬ 
roads—amount to about $7,000,000,000, or about $60,000 per mile, and it is only by 
analyzing the cost of the roads that we can form an approximate idea whether $60,000 
a mile is too much or whether you can replace the railroad system of this country for 
that sum or for less. This is merely an estimate. 

Mr. Stewart. You say you could not replace it for that now—$60,000 per mile ? 

Mr. Fink. No, sir; I do not think you can. There might be a difference of opinion, 
and I do not want to press my opinion upon others. I only want to give my reasons 
for my opinion. 

Mr. Stewart. Do I understand you to say that under the most favorable circum¬ 
stances it is supposed to be $60,000* per mile ? 

Mr. Fink. I don’t think you could reproduce the roads for less. I think the esti¬ 
mate is very low. The Hoosac Tunnel cost $3,000,000 a mile, I think. Am I right 
in that, Mr. Long ? 

Mr. Long. Yes, sir. 

Mr. Fink. In New York City it cost $4,000,000 simply to build four miles of road in 
the city, and, perhaps, $2,000,000 to build the depot. 

A moment’s reflection will show that $60,000 per mile for building the railroads in 
the United States is not extravagant. There are a great many items that go to swell 
the cost of railroads which are not usually considered. It is generally supposed that 
the mere grading of a road and putting down the rails constitutes a finished road. 
The cost of the cheapest roads, taking an average price of iron, neither the lowest 
nor the highest, would, perhaps, be about $15,000 per mile under the most favorable 
circumstances. But there are many miles of road the grading of which alone cost 
$300,000 per mile ; and, if you take the bridges and tunnels, many miles of road have 
cost over a million dollars. Take, for example, the cost of the road across the Ohio 
River at Louisville, one mile long, was $2,000,000. The cost of one mile of road 
crossing the Mississippi River at Saint Louis was $14,000,000. The Hoosac Tunnel 
cost $3,000,000 per mile. These facts must be taken into consideration in order to 
arrive at the average cost per mile of the railroads of the United States. In addition 
to the above take the cost of the rolling stock, which averages $6,000 per mile on the 
roads in the United States. The water stations, machine shops, depot buildings, and 
depot grounds are additional items of expense. Millions of dollars are expended in 
a city like New York for terminal facilities. 

Then, again, the interest to be paid on the capital invested during the period of the 
construction of roads before any money is earned alone amounts to from four to 
eight thousand dollars per mile. Another legitimate item in the cost of railroads is 
the discount upon the bonds. Bombs have been negotiated in this country at from 
50 per cent, to their par value, according to the character of the enterprise and the 
probable risks assumed. It must be supposed that no one was willing to furnish 
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money on any better terms, although the people of this country, including those 
who now complain of the railroads, had the opportunity to do so. 

For the roads whose cash cost is $>40,000 per mile and $20,000 per mile is raised in 
bonds, and the bonds sold at a discount of 20 per cent., the cost per mile for discount 
alone is $5,000. 

When all these perfectly legitimate expenses are taken into consideration, the con¬ 
clusion must be reached that a capitalization of $60,000 per mile is not excessive, and 
3 per cent, interest on the capital invested by the stockholders who assume the whole 
risk of these enterprises by no means constitutes an excessive return. 

I only mention these facts to show that the popular view that railroad companies 
are great mouey-making monopolies is not based upon facts, and that legislation to 
restrict their alleged extortionate practices is entirely unnecessary. 

There is another view that may be taken of this subject. Let us examine into the 
cost of transporting some of the articles of freight over these railroads. What does 
it cost to get a barrel of flour from Chicago to New York ? During the summer the 
railroads charge 50 cents for carrying 200 pounds of flour 1,000 miles, but now charge 
30 cents. Supposing a man eats 1 pound of flour a day, he t hen pays on an average 
for 365 pounds of flour, say, about $1. If he also consumes a pound of meat per day, 
brought from Chicago to New York, at an average cost of about 32| cents per 100 
pounds, amounting to $1.20 a year, he pays duriug a year $2.20, which is about equal 
to one and a half day’s wages of a common laborer and less than a day’s wages of a 
skilled laborer, for the services rendered him by the railroads. Yet the workingmen 
are told that, these railroad monopolies are extorting the very life out of them, when 
the fact is that they have aided them immensely in reducing the cost of living. 

If you will go through the whole list, of articles of consumption you will find that 
the charge for railroad transportation is very small compared with the cost of pro¬ 
ducing the articles, and much smaller than the profits which are generally charged 
by the middlemen, the merchants, who are constantly complaining of the railroads. 
Take, for example, a suit of clothes, shipped from New York to Chicago, weighing 
about 10 pounds. At the present rates it is transported to Chicago for 7| cents. The 
suit may cost from $20 to $50, and the cost of transportation is almost inappreciable. 
Or, take a calico dress, which is transported from New York to Chicago, a thousand 
miles, for about three-quarters of a cent a pound, or 2£ cents for the dress. And yet 
we have complaints of dry-goods merchants calling upon the railroad commissioners 
of New York to reduce the cost of carrying these articles. Take a pound of coffee, 
which is carried from New York to Chicago for one-third of a cent a pound ; aud sugar 
for one-fourth of a cent a pound; the price being 30 cents per pound for coffee, and 
for sugar 11 cents. 

These are not extravagant charges and nobody will object to them, certainly not 
the consumer, to whom the cost of transportation is almost inappreciable; and if the 
retail merchant should attempt to collect the cost of transportation separately from 
the other charges there is no money in the United Statesof denomination small enough 
to represent the cost of transportation on a pouud of coffee or a pound of sugar. Iam 
sure you have no complaints before this committee from consumers, from the people at 
large. The complaints, if any, come from the middlemen, who are generally the only 
beneficiaries of reductions in transportation rates. They put the larger profits, made 
possible by lower rates of transportation, in their pockets; hence, their constant ef¬ 
forts to prove that the railroad companies aiv extortioners. It is to their iuterest to 
do so. But this class of middlemen, in their opposition to the railroads, do not rep¬ 
resent the people, and your committee must not'put much weight upon what they 
say. 

The Chairman. Mr. Fink, I have a letter here I received this morning; I would 
like to read it because of your connection with the railroads, aud let you make any 
explanation you please in the course of your argument. The letter is from the office 
of W. L. & 0. R. Cook, No. 70 Exchange Place, Baltimore: 


. Baltimore, January 25, 1884. 

lo Chairman Committee on Commerce: 

My attention was called to the subject of inter-State commerce by rail, by an 
article in the New York Herald of this date. Some lour years siuce a firm of which 
I was then a member contracted with the Philadelphia, Wilmington and Baltimore 
Railroad to bring sugars from New York to Baltimore at the rate of 12 cents per 100 
pounds, the contracting agent guaranteeing it to be the lowest rate between those 
two points taken from any one in Baltimore, we being am ngst the largest dealers 
in Baltimore. Subsequently that firm discovered that they (the Philadelphia, Wil¬ 
mington aud Baltimore Railroad) had contracted with other concerns at 10 cents, all 
other circumstances being equal. We were unable to effect a settlement, although 
the writer hat. the agent’s promise, and suit was brought, which suit is still pending. 
On account of this action the Philadelphia, Wilmington and Baltimore Railroad 
arbitrarily refused our freight under schedule rates, viz, 20 cents per 100 pounds. 
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aud adopted the same actions towards my present firm, although my present firm, as 
such, has had no difficulty whatever with that corporation. This discriminating 
rate would effectually crush our business (as that difference fully covers our margin 
of profit, and all goods we handle come from New York or Philadelphia) were it not 
for the accidental aud fortunate circumstance that we have water communication. 

Is not the principle wrong which allows a corporation holding its privileges from 
the citizens of a State to discriminate ruinously between those citizens? Is it not 
wrong in principle for freight agents generally over the country to hold the business 
interests of the citizens of those towns, or that country through which their roads 
pass, at the caprice of their favoritism, their enmity, or their interests ? If this is 
law or equity, what prevents these corporations, so desiring, from absorbing the 
business of any section without a competing road, or by collusion, if such exists, by 
making low contract rates with those in their interest, and an excluding schedule 
one for all others? We cannot resort to law, but what individual can successfully 
fight this power? Nothing short of the power of Congress can help us. It seems a 
terrible tyranny we are laboring under. We would be compelled to close our busi¬ 
ness at once, should accident to canal or other cause prevent the Ericsson line of 
boats from transporting our goods. As it is, we are suffering loss, being compelled 
to pay the canal line more freight than the railroad contracts with our competitors. 
I hol'd myself in readiness to answer any other questions should you desire it. 

Very respectfully, 

W. L. COOK. 

The Chairman. This comes directly from Baltimore, and refers to one of the great 
trunk lines, on which we are told equitable rates are preserved by the pool. 

Mr. Fink. Yes, sir; I have only referred to the absolute rates, not the relative rates. 
There may be unjust discrimination in rates, although the rates are reasonable. If 
the facts are as he charges, I think he is wrongfully treated, and he ought to have 
his remedy somewhere. I think the common law is sufficient to remedy his grievance. 
I do not approve of the action of the railroad in this case; but still I would not like 
to express an opinion until I had heard the other side. There are always two sides 
to a question. I shall refer to unjust discrimination hereafter. I condemn all such 
action as he complains of. I am entirely on his side, and would like to see him get 
his remedy. 

Mr. Dunn. Do you intend the transportation rates that are given by you to be given 
as the general average charge all over the country? 

Mr. Fink. These are the rates principally between the seaboard and the Mississippi 
River. 

Mr. Dunn. For instance, flour being carried from Saint Louis to New York for 20 
cents a barrel. 

Mr. Fink. At present it would be more. It is now 35 cents a hundred. 

Mr. Dunn. A large mass of the consumers of the country—our rural population— 
are charged 70 cents per barrel for transporting it 44 miles. 

Mr. Fink. If they add that 70 cents to the 35 cents that is charged for transporta¬ 
tion from Saint Louis, they will find the total cost of transportation to the market ia 
not very great. 

Mr. Dunn. Those are Western discriminations. 

Mr. Fink. Yes, sir; I wish at present to confine my argument to showing that the 
charges are not extravagant nor unreasonable. 

Mr. Long. Are you not taking exceptional rates rather than the general rates? 

Mr. Fink. The bulk of the products of this country are grain, flour, and provisions. 
The larger part of the business of the railroads this side of the Mississippi River is in 
carrying these articles. 

Mr. Dunn. You are dealing with the through rates and not with the great mass of 
local rates. 

Mr. Fink. I do not deal with the local rates at present, I deal generally with 
through rates which affect the inter-State traffic. 

Mr. Dunn. A very large part of the inter-State traffic is considered local—what the 
road8 would treat as local traffic? 

Mr. Fink. Yes; but the local business of the railroads is mostly not inter-State 
traffic. You cannot, however, draw a line between inter-State and local tariffs. That 
is one of the difficulties in the way of legislating upon the subject by Congress. 

Mr. Davis. You now refer to rates between Chicago and New York. Do you, in 
your argument, refer to rates west of Chicago? 

Mr. Fink. No; I have not referred to them as yet. I refer to these rates because 
the bulk of the inter-State traffic is carried over the railroads east of Chicago. Of 
course it comes to Chicago at somewhat higher rates than it comes from Chicago to 
the seaboard. For example, the rate on grain between Kansas City and Chicago ia 
about as high as it is from Chicago to New York. It is about 25 cents from Kansaa 
City to Chicago now, and our rate from Chicago to New York is 30 cents per hundred.. 
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The rates are higher as you go farther west; but, nevertheless, the people west of 
Chicago get the benefit of the low rates east of Chicago, although they may have to 
pay something higher for bringing the articles to Chicago. You have to take the 
average rate from the point from which the traffic starts to the point where it lands. 

I might go through the whole list of articles of consumption and prove the fact 
that Congress ought not to allow itself to be made the tool of this class of people by 
legislating upon the rates of transportation as is proposed in some of the bills before 
your committee. These transportation rates caunot be determined by Congress nor 
by commissions appointed by Congress. They cannot even be arbitrarily determined 
by the railroad companies who own the property. They are regulated by so many 
conditions and influences that there is no danger that the railroads can exact unrea¬ 
sonable compensation. 

There are regulators of transportation charges which exercise a much more power¬ 
ful influence than Congress could possibly exercise. I refer to the competition of the 
waterways and the competition between the various railroads themselves, and the com¬ 
petition between the products in the markets of the world. These are the legitimate 
and proper regulators of railroad charges. They constantly exercise their influences 
and are self-regulating. 

I will first refer in a general way to the influence exercised by the competition with 
transportation lines via water routes. 

The cost of transportation upon the water routes being cheaper, the railroads have 
to carry freights as cheaply, or nearly as cheaply. They can only increase their 
charges over the charges made by water routes to the extent that they offer addi¬ 
tional advantages; while somewhat higher rates can be charged by the railroads, 
the basis of their charges are the charges made by the water lines. If they charge 
more than a certain amount above the water rates, the business would all go by water. 
Not only is this the case where railroads come in direct competition with the water 
routes, but the effect of these water routes upon the rail transportation rates is felt 
throughout almost the whole country. This is the result of the great competition 
between the railroad companies themselves. As to the Erie Canal and lakes, the 
railroads that directly compete with those routes between Chicago and New York 
must conform to the low water rates; but it is also necessary that, say, for example, from 
Indianapolis, which has no water connection with New York, the rates should he 
made upon the same basis as the Chicago rates; that is, the same per ton per mile, or 
nearly so. That rule is almost a fixed rule now, adopted by the railroad companies, 
that whenever the Chicago rates are lowered the rates throughout the whole terri¬ 
tory east of Saint Louis, Louisville, Cincinnati, Peoria, Columbus, &c.. are lowered 
proportionately. There are so many roads that run from those points direct to the 
East, under independent management—they want a share in the business of the coun¬ 
try. If they were to try to exact proportionately higher rates, say from Indianapo¬ 
lis or Saint Louis, than from Chicago, there would be enough margin left between 
the Saint Louis and Indianapolis and the Chicago rates to New York that freight 
could be sent from Indianapolis to Chicago, and then by railroad or caual from Chi¬ 
cago to New York. In order to prevent this the railroads that run direct from Iudi- 
anapolis, Saint Louis, &c., to the East, make the rates so low that the business must 
go over their roads and cannot go to Chicago. 

While the water routes only exist between Chicago and New York, the effect upon 
transportation rates is felt ali over the country, by reason of the competition between 
the railroads. No combination of the railroads cau suppress this competition. It 
•could only be done if the railroads were all owned by one party, and were operated 
in one interest. But as it is, they have all separate interests, and each one guarding 
its own interest, keeps up this competition; and even in agreeing between them¬ 
selves upon rates, these rates are fixed by competition. This, unfortunately, is not 
understood by the public. It is generally believed that when competing railroads 
agree upon uniform rates that this excludes competition. This is uot the fact. The 
effect of water competition is not only felt in the territory east of the Mississippi and 
Ohio Rivers, but is felt south of the Ohio River. For example: The low rates from 
Louisville, under the influence of the Chicago low rate, is felt in Memphis, Nashville, 
and further south, i reight from Memphis is shipped to Louisville and gets a low 
rate from there; and the people of Nashville and such places get as much advantage 
from the low rates as if really located on a water course : so that the influence of 
the water transportation is felt almost throughout the whole country. That is the 
influence of the Erie Canal. To the south there is the water route from New York to 
New Orleans via ocean, and from New Orleans freight is carried to Memphis and Saint 
Louis and the West via the Mississippi. In order to meet these low rates, the east 
and west roads from Louisville and Memphis, or from Memphis to Norfolk east, have 
to conform again to the low rates made by the Atlantic Ocean and the Mississippi 
River. In this way the water courses are really regulating the railroad transporta¬ 
tion rates throughout, you may say, the whole country. Of course the low rates 
from here to the Mississippi River are enjoyed by the people west of that river. Rates 
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generally are higher west of that river, but the people west of the river get the benefit 
of the low rates east. In many other ways the water routes help. The Ohio River r 
the Tennessee River, and the Cumberland River, affect the railroad rates at the interior. 
There is plenty of competition that regulates the rates and keeps them at an exceed¬ 
ingly low figure. Not only the water ways (as I have explained) control the rates 
almost completely—limiting them, at any rate, within very narrow limits—but the 
competition of the markets for the products that are to be carried is another great 
factor in fixing railroad transportation rates. The price of carrying grain, for exam¬ 
ple, is not fixed by the railroad companies, but is fixed in the markets of the world. 
That price is generally regulated now by the Liverpool market, and if railroads want 
to carry any grain they have to carry it at.a price that will enable the producers to 
compete in the Liverpool market with the markets of the world. 

The East India wheat and Black Sea wheat compete with Amei’ican grain in the 
Liverpool market. So widespread is the influence of competition that the charges 
for transportation in East India have even become factors in making railroad rates 
from Chicago to New York. There is no danger whatsoever of any excessive charge 
being made. 

It can be shown that the transportation charges on almost every article of con¬ 
sumption are limited by commercial conditions. Many cheap articles, such as coal 
and iron and lumber, have to be transported at a very low rate if they are to be trans¬ 
ported at all. The tariff is fixed by the market price of the products in the different 
sections of the country. The railroad transportation charges can never be more than 
the difference between the market value of the articles in different markets which de¬ 
termine for the railroad companies their charges in a great measure; and therefore 
there is no necessity for any arbitrary legislation on the subject. 

I am sure that if your committee were acquainted with the details of making rail¬ 
road tariffs you would not spend any time in attempting to prevent extortion. Of 
course I only sneak now of the bulk of the interstate traffic. There may be individ¬ 
ual cases where charges are high, perhaps unnecessarily high, but these isolated cases 
can easily be reached under the common law, without any additional legislation on 
the part of Congress. 

A comparison might be made to advantage between transportation charges in other 
countries and those in the United States. In France, where the Government regu¬ 
lates the railroads (or tries to regulate them), the average cost per mile of moving a 
too of freight is about 1.6 cents; in Belgium, 1.5 cents ; while in the State of New 
York the charge is only .9 cent per ton per mile, on the average. 

Mr. Long. How much ? 

Mr. Fink. Nine-tenths of a cent; and in France it is 1£ cents. 

Mr. Dunn. What is the average in the United States? 

Mr. Fink. We haven’t got the average in the United States; but I think the bulk 
of the traffic is carried at just about the same rate as the New York traffic, perhaps a 
little higher. 

Mr. Dunn. Do you know what is the average of the great trunk lines? 

Mr. Fink. I think it is about from 0.7 to 0.8 per ton per mile. I do not think the 
average of all the roads in the United States would be more than 1 cent per ton per 
mile. The water competition everywhere restricts the railroad charges. 

The New York Central and Erie railroads charge on an average .7 per ton per mile. 
With the cheaper labor in Europe and the cheaper cost of material it would be mor& 
reasonable to expect to find the cost of transportation to be higher in this country 
than in Europe. 

I repeat that there is no legislation needed, either by Congress or by the States, ta 
protect the American people from the extortions of railroad companies. For thia 
reason bills Nos. 2119 and 3265, as far as they provide for the establishment of railroad 
tariffs, should not be enacted into laws. 

There are many other weighty reasons why it is impossible for Congress to absolutely" 
control the railroad tariffs of the country, which, however, I do not think it necessary 
now to consider, as those already mentioned should be sufficient to prevent any legis¬ 
lation on the subject. 

I propose now to consider the second demand which is made upon the railroad com¬ 
panies as common carriers, viz, that the transportation charges shall be just and 
equitable, which means that they shall be assessed upon the people as nearly'as prac¬ 
ticable in accordance with the value of the service rendered. 

This condition, I am free to say, is not always complied with, and many of the com¬ 
plaints made by the people on this account are well founded; but, at the same time, 
I propose to make clear the fact that this is not always the fault of the railroads, but 
is more often due to the nature of the transportation business, and to the peculiar 
conditions under which it has to be conducted, and over which the railroad compa¬ 
nies, each acting for itself, have no control. 

Several bills are under your consideration, having for their object the prevention 
of unjust discrimination. But the mere declaration that there shall be no unjust dis- 
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crimination is not sufficient to accomplish that purpose. We all agree as to the cor¬ 
rectness of the principle; the question is, how can this principle be carried into prac¬ 
tical effect ? 

The first difficulty is, to defiue what constitutes unjust discrimination. It would 
he impossible to lay down a general law by which this could be determined. Each 
particular case must be judged upon its own merits. What may be unjust discrimi¬ 
nation in one case would be perfectly just and legitimate in another. It is for this 
reason that it is impossible to control this matter by general legislation. Commercial 
transactions are not guided by any one abstract principle. The furtherance of the 
interests of all those interested in any commercial transaction is the only principle 
to guide the various parties concerned. Any act is just and proper which advances 
the interests of all and does no injury to any oue. Commercial questions are questions 
of interest and of expediency, not of abstract principles. As the conditions vary in 
oach particular case, the principles must be adopted which bring about the desired 
result. Hence the guidance of commercial transactions (and the establishment of 
railroad tariffs and transportation charges is purely of a commercial nature) is en¬ 
tirely beyond the reach of general legislation. It is for this reason that so far all 
special legislation on the subject of railroad tariffs has entirely failed and ever must 
fail. It is not a subject that permits of direct legislative control, any more than you 
ean control by a general law the treatment of diseases to which the human body 
is subject. The treatment must be adapted to each individual case, according to the 
peculiar circumstances, conditions, and nature of the case. 

The truth of these statements can only be appreciated by those who have to deal 
with the thousands of cases which arise in the daily practice of railroad management. 

I will illustrate the correctness of these remarks by referring to a few instances in 
which it is attempted in the bills before your committee to define unjust discrimina¬ 
tion. In the Reagan bill, which I will hereafter mention as a representative of all 
containing similar provisions, railroads are required to carry freight of the same class 
and quantity for the same charge. 

This principle is perfectly just, and should be applied as a general rule; but there 
are many cases in which its application would do much mischief and result directly 
against the best interests of the people. 

Mr. Davis. I think there is no question as to quantity. The question of quantity 
is not mentioned in the bill. 

Mr. Fink. No. But there are some principles laid down which say what shall con¬ 
stitute unjust discrimination. The quantities or the rates are not mentioned. But 
it says that certain things shall be considered as unjust discrimination. I merely 
want to show that you cannot pass a general law determining what is unjust discrim¬ 
ination. 

Mr. Davis. I think Mr. Reagan’s bill does refer to quantity. 

Mr. Fink. I do not say anything about quantity. 1 now simply speak of unjust 
discrimination. 

Mr. Davis. I thought you did. 

Mr. Fink. There are some of the provisions of the Reagan bill that I want to refer 
to very briefly. I do not want to go into details and worry you with them. I will 
only illustrate a few general principles. 

I will explain one case, which will illustrate thousands of others that occur in the 
daily practice of railroad management. 

Some time ago I received a communication from a firm in New York, largely en¬ 
gaged in the stave and cooperage business, representing that they are making efforts 
to extend their business to Europe, and to place these products iu the English mar¬ 
kets in competition with those now brought to England from Norway. This firm ap¬ 
plies to the railroad companies for lower transportation rates than are at present 
charged upon those articles when carried to New York for domestic consumption. The 
present rates to New York are perfectly satisfactory to them, and to the trade gener¬ 
ally, as they ought to be, being but six-tenths of a cent per ton per mile—not much 
more than the actual cash cost, of the service—but it is alleged that without further 
reduction it would be impossible to compete in the English market with the Norwe¬ 
gian products. 

In order to encourage industry and commerce, and enable the people of America to 
enter into competition in foreign markets, the railroad companies might be perfectly 
willing to carry such freight destined for export at still lower rates, or even at the net 
cost, without profit. T. hey frequently <lo so to meet home competition iu distant 
markets, or to aid in the development of the country. But it would be impossible for 
the railroad companies to carry the whole of tlieir business at such low rates, or at the 
mere cash cost, leaving nothing for profit or interest on capital invested. Under the 

Reagan bill, which Congress is called upon to make the law of the land, the rail¬ 
road companies are to be prohibited from exercising any discretion in cases of this 
kind ; they are to charge as much for the export as for the domestic business—for like 
service the same rates thereby prohibiting the railroads from giving to the commerce 
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of this country that aid which otherwise they would be able to offer, and thus pre¬ 
venting the building up of new industries that might result to the great advantage of 
the people of the country. 

Now it is true that it costs just as much to transport these articles from Chicago to 
New York whether intended for domestic use or for export. It is exactly the same 
service, and hence, if the “ Reagan bill ” becomes a law, the application of the firm 
I have alluded to for aid in building up an export trade must be refused I know 
that the author of the “Reagan bill ” did not intend that this measure should have 
that effect; but he is not acquainted with the practical operation of railroads, with 
the questions that come up before railroad managers every day, which have to be dealt 
with upou commercial principles, and he therefore condemns as unjust discriminations 
acts that are justified by every consideration of public interest— 

The Chairman. Is not the object of that competition on the longer haul simply to 
get freight that does not belong to them—each road striving to get freight that does 
not legitimately belong to it? 

Mr. Fink. The roads think everything belongs to them that they can get hold of. 

The Chairman. Is it not the striving of the railroads to get freight that does not 
belong to them that causes railroad wars? 

Mr. Fink. They think it belongs to them as long as they can get any profit out of 
it, be the profit never so small and even less that they get out of their other business. 
When they can reach a distant point and get any profit, out of the business they want 
it. If you prohibit that it will simply restrict competition. And this is certainly not 
the object of your bill ? 

Mr. Dunn. Do you agree with what has been sail by Mr. Depew and others about 
the evils of railroad wars ? 

Mr. Fink. Yes; and I wish to refer to that myself hereafter. 

Mr. Dunn. Is it not a fact that the railroads do make their rates on local freight 
higher to non-competing points in order to get compensation for their low through 
rates; and does not that necessarily lead to railroad wars and increase the cost of 
railroads ? 

Mr. Fink. No. On the contrary, we establish tariffs all over the country for long 
distances which give us less remuneration than for short distances. Now, those tariffs 
are perfectly proper as between the commercial communities and the railroads as long 
as they reimburse the railroads for the expense of doing the work. We go to Mem¬ 
phis and get business there in competition with water routes that may pay us less per 
ton per mile than we get from Louisville, which is a point this side of Memphis, and 
we still make some profit on the Memphis business. As long as we can make any 
profit at all, it is proper for us to meet the competition of the water routes from Mem¬ 
phis. Those rates are agreed upon by the interested parties, and should be alike to 
all parties. I will explain this hereafter more particularly. 

The Chairman. Is it not true that when the railroads reach out beyond their legit¬ 
imate business and try to embrace business that does not belong to them and does not 
pay, that it is generally done to break down rival lines of railroads or steamboats, 
and leads to railroad wars? 

Mr. Fink. No; I think it is perfectly legitimate. They often agree upon these 
rates. For example, there is an agreement between the southern roads and the ocean 
steamboat lines to New Orleans. They have agreed upon certain rates to New Or¬ 
leans. It. is not a war of rates ; it is a legitimate transaction. The railroads carry 
the business between New York and New Orleans for less profit than they do other 
business. 

The Chairman. Is it pot your observation that that, is frequently done for the pur¬ 
pose of lireaking down the rates of oilier lines ? 

Mr. Fink. It is frequently done, and if only for that purpose, and the freight is 
carried for less than cost, it should be prevented. 

Mr. Dunn. Is it not also true that in order to enable roads to reach those distant 
points they do put up, for iustance, the rates to another point to a higher rate than 
they would otherwise charge ? 

Mr. Fink. No ; I think the contrary is the fact. If they make low rates to very 
distant, points they generally have to scale their interior rates some. 

Mr. Dunn. In other words, do not they tax the non-competing points to make up 
their losses to the competing point ? That is the general opinion. 

Mr. Fink. That is the general opinion, but it is not correct. The railroads have to 
be satisfied with less profit on the competitive business, but they do not or ought not 
to carry it at a loss. In order to explain this, I will state that the interest onthe in¬ 
vestment forms about 40 per cent, of the railroad charges on the railroads in the 
United States. Sixty per cent, of what the railroads earn is paid out by them for 
doing the work. Now in case of competitive traffic they may merely charge for doincr 
the work, or they may get 5 per cent, profit, or 10 per cent.,' or 40 per cent., and they 
may charge more than 40 per cent, profit on some traffic in order to to make the aver¬ 
age profit about 40 per cent., which is necessary to pay the 3 per cent, on their in- 
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vestment. It is certainly better that they should do the work for the small profit 
than not to do it at all, because it helps to reduce the charges which they otherwise 
would have to make on local traffic in order to pay interest on the investment from 
the remainder of the business they do. 

The Chairman. That places it squarely upon the basis that these corporations, 
charged with the public interest, tax the people of the country unequally. 

Mr. Fink. They tax them unequally, but the tax can be unequal and yet perfectly 
just. 

The Chairman. And yet the rights of all and the interest of all the people in these 
things are equal. 

Mr. Fink. I beg your pardou. They tax the people according to the value of the 
services they render to them ; and that, I believe, is a correct principle. The service 
I render to the shipper at Memphis, who has always had cheap rates by river, is cer¬ 
tainly less valuable to him than the service I render to the man who lives back in the 
interior of the country who has never had any railroad or water facilities whatever. 
I must do business with the man that lives on a river for less, because he can get the 
work done by others for less; but when I come to deal with the man in the interior, 
who never had any railroad facilities, and who never lived on the river course, and 
has had to pay for wagoning 12, 15, or 20 cents per ton per mile, if I make my charges 
to him 2, 3, or 4 cents per ton per mile, I greatly benefit him, while I do him no injury 
by working for the man at Memphis for half a cent or a cent a ton a mile. I do nob 
think there is any unjust discrimination in that. The discrimination is made by 
nature and the circumstances of the case, and is not made by the railroads. They 
do not increase the dis^imination that exists; but they diminish it is a great measure. 

The Chairman. Is it not possible for the railroads to overcome and remove those 
discriminations of the nature which you have referred to ? 

Mr. Fink. They do. They have done it immensely. You may say they have almost 
put the people on the same footing all over the country. Transportation charges have 
been reduced to almost nothing. The people hardly feel them. That is the very thing 
the railroads have done, and for that they should deserve the gratitude of the whole 
country. They have reduced these discriminations which nature has made. Where a 
man paid 12, 15, or 20 cents per ton per mile, we carry for him for one and a half or 2 
cents, and perhaps for less. The railroad transportation taxes are assessed according 
to the value of the service rendered ; a great deal of the service we render for nothing 
or a small profit, simply to build up trade ; and then we make a larger profit on other 
business, which is more valuable, to parties for which we perform the service. 

The Chairman. I do not like to interrupt you, but I would like to ask another 
question. If you carry freights reasonably, if your freight rates are reasonable from 
Cincinnati to New York, ol' which you speak—if they are reasonable from there, can 
they be reasonable when you carry freight from Memphis or Louisville to New York 
at the same price ? 

Mr. Fink. 1 want to explain why they are reasonable. From Memphis, where you 
meet steamboat competition, a charge may be half a cent per ton per mile. From 
Louisville, where competition is not so strong, the rate may be a cent a ton per mile. 
Do you think this is unjust? Why is it unjust ? The Memphis man has always had 
that cheap transportation. We do not give him any cheaper rates than he has had, 
but we have to conform to the prices that are made by the steamboats. The man 
who lives this side of Memphis pays more than the Memphis man ; he has always 
paid more. That is not unjust. We have built the railroads, and they cannot exist 
except we do charge more, because railroad transportation costs more than transpor¬ 
tation by water. Everything is right and proper which sustains the railroads—which 
makes it possible for them to exist—and does no injustice to any one. 

The Chairman. Is it true that your charge is reasonable to Cincinnati when you 
charge a less rate to a farther point ? Why is it not unreasonable ? 

Mr. Fink. I think it may be perfectly reasonable. That depends upon the circum¬ 
stances of the case. 

Mr. Dunn. That involves the necessity of the people from Cincinnati to the sea 
having to pay a portion of the transportation charge from Memphis to New York. 

Mr. Fink. Not at all. We only get a smaller profit on Memphis business than on 
Cincinnati business. It would be foolish for ns to carry business at a loss. The 
Memphis business must pay us some profit or we would not do it. 

The Chairman. Your distinction is that you get a small profit from Memphis and 
a larger one from other points? 

Mr. Fink. Yes, sir. 

The Chairman. That it is the right of the railroads to levy a higher tax on some 
than on others ? * 

Mr. I ink. Yes, if that tax is reasonable in itself. If I do not charge the maniu the 
interior any more than a reasonable profit, it doesn’t hurt him at alfif I charge a less 
profit to another man. 
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Mr. Long. Is this the fact : That it is not a railroad which charges higher that de¬ 
termines the rate, and that the railroad is not responsible for it I 

Mr. Fink. The conditions and circumstances of the case determine it. • 

Mr. Long. The natural situation ? 

Mr. Fink. Yes ; we merely adapt our rates to the circumstances that have always 
existed, and the only thing we do is to improve upon them, and reduce these natural 
discriminations. 

The Chairman. The reason I am trying to fix your attention upon it is that, if I 
understand the history of the railroads of this country, they have been reaching out 
for business that does not belong to them, and that brings on wars of rates and calam¬ 
ities of which the country complains. 

Mr. Fink. It is when they do it improperly; but there is a proper way of doing it, 
which I shall refer to hereafter. 

Mr. Stewart. 1 see the chairman makes a point of the railroads reaching out for 
business that does not belong to them; is it not proper for any road to reach out 
for any business that it can get ? 

Mr. Fink. All business belongs to the railroads that they can get at some profit. 

Mr. Stewart. That is, if it warrants it; if the business sought after is profitable. 

Mr. Fink. If it pays you a little, take the little rather than take nothing ; that is 
the principle that is recognized in all commercial transactions ; every merchant that 
sells goods, sells calicoes or other cheap goods at a low profit, or perhaps even at less 
than he paid for them, and sells silks at a larger profit, to make up for the loss on the 
cheaper goods. 

The Chairman. That is a business we cannot restrict; that is private and this is 
public. 

Mr. Fink. That is the difficulty of legislating on the subject; you cannot manage 
the railroad transportation business upon any different principles than you would 
manage any other commercial business. 

The Chairman. No doubt that is your judgment, but in England, France, and Ger¬ 
many, and all the other European countries, and in this country, the opinion is that 
it is different—that the railroad business is public and that private business is alto¬ 
gether different from the railroads in its management. A thoroughly private busi¬ 
ness is owned and controlled by private persons; but you own the railroads—individ¬ 
uals own it—but it is engaged in a public employment; that is, an employment in 
which nobody else is engaged. You have therefore a monopoly. There is no power 
to regnlate it except the power of legislation, which cannot be extended to private 
business. 

Mr. Fink. I cannot agree with you in this, that the railroads have a monopoly; 
they are, of course, to conform to the common law. The railroads were created for 
the public interest, but were built by private individuals; they are operated by 
private individuals, and must be operated in accordance with the laws that regulate 
all common carriers. The principle that I have advocated, that the railroads should 
be managed on commercial principles, is that principle which works in the interest 
of the public, and it is for that reason that I advocate it; any other principle that 
you may adopt, auy arbitrary regu'ation of rates that does not recognize these com¬ 
mercial principles, is contrary to the interests of the people, and as you are to guard 
the interests of the public—and this is your main object, and properly so—then you 
must come to the views that I have expressed, and manage these railroads on correct 
commercial principles. 

Mr. Dunn. Is it your opinion that the railroads are private property, and not oper¬ 
ated in the public interest? 

Mr. Fink. They ought to be operated in the public interest, and they are operated 
in the public interest; and those principles I advocate are in the public interest, and 
no other principles would be in the public interest. 

The Chairman. If the Government did not extend its franchise and give it the 
right of eminent domain a railroad could not be built? 

Mr. Fink. No. There would be no railroads, and there would be no bankrupt rail¬ 
roads. 

Mr. Barksdale. The cost of shipping a bale of cotton from Memphis to New Orleans 
a distance of 400 miles, is $1 a bale. The cost from Winona, Miss., a distance of 27(> 
miles, is $3.25. Now, I ask you if there is any just rule of transportation which would 
justify a discrimination like that ? 

Mr. Fink. That would depend a great deal upon the circumstances of the case. I 
think I can state the existence of certain conditions where it would be justified; and 
again there might be circumstances under which it would not be right. 

Mr. Barksdale. What would be the condition? 

Mr. Fink. Suppose, for example, you had built a road from Winona to New Orleans. 
Before that road was built what did it cost you to carry a bale of cotton to New 
Orleans? After you have put your money into this road have you not a right to 
charge at least a reasonable amount to reimburse you for the cost of carrying this 
177 A— FINK - 2 
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bale, including the investment in that road? Suppose it cost you $3.25 to carry that 
bale of cotton from Winona to New Orleans, haven’t you a right to charge that ? 
Would yon be willing to do the work for less than cost? Now, if it cost $3.25, includ¬ 
ing interest on investment, that would be one of the conditions under which a charge 
of $3.25 would be perfectly justified. I do not, however, know the circumstances in 
the case you mention, and'I would not like to express an opinion unless I knew them. 

Mr. Barksdale. There are equal railroad facilities between the two points. What 
I ask is this: If the railroad can afford to transport cottou from Memphis to New 
Orleans for $1 a bale, the distance being 400 miles betAveen those two points, by what 
rule can it charge $3.25 a bale for the transportation of cotton from Winona to New 
Orleans, a distance of 100 miles less, the facilities being precisely the same? 

Mr. Fink. That I will try to explain to yon. 

Mr. Turner. On the same rail route? 

Mr. Barksdale. Yes; on the same rail route. 

Mr. Fink. Let it be the same. You know the rate between Memphis and New 
Orleans on a bale of cotton is fixed by the steamboats. They take it for 75 cents and 
sometimes 50 cents. The question for the railroad that want to carry that cotton is 
to decide whether by taking it for $1 a bale, which is the highest the road can get, 
they can make a little profit out of it. If it costs that railroad 75 cents and it gets a 
dollar, that is an additional 25 cents profit per bale to the road. The road-bed is 
there and the cars are there, and everything is ready to transport that bale of cotton 
to New Orleans. No new investment to do this work has to be made. Now, if the 
road could not get more than a dollar per bale from Winona to New Orleans, it would 
not pay sufficient interest on the investment, and perhaps not enough to pay the 
general expenses of the road, and in that case the road could not be operated at all. 
The road charges very little profit on the New Orleans cotton from Memphis. They 
charge nothing, perhaps, for the use or the investment in the road: but on the bale of 
cotton they carry from Winona to New Orleans they must charge for the use of the 
road, for the investment made in the road, because the road was built for the Winona, 
not for the Memphis, people. The latter could get along without the road. I cannot 
determine whether or not the charge of $3.25 from Winona to New Orleans is justified; 
but the road is certainly justified in charging a great deal more than they charge on 
cotton from Memphis to New Orleans. You would perhaps be perfectly satisfied with 
the $3.25 charge if that road did not carry any cotton from Memphis to New Orleans; 
but what difference does this make to you whether they carry it or not? If they did 
not carry it the river would carry it at that rate, and you would be no better off. 
You also must not forget that the cotton shipped from Memphis does not grow in the 
streets of Memphis; it has to be carried there, and it may cost two or three dollars to 
carry it from Winona or some other place to Memphis, so that the total cost of getting 
the cotton into New Orleans from other plantations may be even more than you have 
to pay. 

Mr. Stewart. Suppose this principle applied to the case stated by the gentleman 
from Mississippi, and the railroad was compelled to pro rate—I use that term because 
it is the common term—that is to say, they would not charge any more relatively on 
this Winona business to New Orleans, taking the rate from Memphis as a basis. Now, 
what would prevent that railroad from saying to the Memphis man, “I do not want 
any more ot your cotton, and I will charge what I please on your local freights.” 
They would evade the provisions of the bill and make these charges more to the 
Winona man. 

Mr. Dunn. Do you think the railroads ought to refuse the Memphis business? 

Mr. Fink. Not at all; but if they were to ask more than it costs to carry it by 
river, which they have a right to do, they would not carry any cotton. 

Mr. Long. You could either reduce the rate from Winona to New Orleans below the 
sum of $1, so that they would bo charged less for the short haul than the long haul, 
or you could put up the rate from Memphis to New Orleans to $4. You must eiiker 
do one or the other of those things ? 

Mr. Fink. Yes ; or leave the Memphis business alone. 

Mr. Long. What is the effect of doing either of those two things ? 

Mr. Fink. You would lose the Memphis trade, and you would have to charge more 
on the cotton from Winona to New Orleans. 

Mr. Long. If you put the rate down you cannot run your road, and if you put it 
up you cannot ruu your road ? 

Mr. Fink. That would be the case. 

Air. Long. In other words, either method to which you might have recourse is an 
evil and would be disastrous to the operation of the road ? 

Air. Fink. Yes, sir; and to commerce. 

fb e Chairman. I will tell you the explanation of the railroad men. It is to put 
the rates as low as they can in order to run the barge lines out and then charge wbat 
they please. 
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Mr. Fink. The railroads have too much sense to try to run out the barge lines, and 
they do not try to do it. 

Mr. Barksdale. Does not the railroad take advantage of the shipper at Winona? 

Mr. Fink. It must charge him more than it charges the Memphis shipper. 

Mr. Barksdale. It takes the advantage of the fact of their having no competition 
without reference to the justice of the charge. 

Mr. Fink. No; not at all. I say I cannot pass an opinion upon the justice of this 
particular charge, but so far as the principle is concerned the people living along th& 
line of that road ought to be able to sustain the road. It was built for their special 
use. No persons would have engaged in building a railroad from Memphis to New 
Orleans in competition with the Mississippi River if they thought they would have to 
make as low rates on all their business as the steamboats do. The people who built 
that railroad relied for their compensation principally upon the local shippers over 
the road. They have to make the tariffs on through freight very low and assess the 
people higher who live along that line and have no other transportation facilities. 
They must make a rate which will at least pay the cost of operating the road and a 
profit on the investment. As long as they do not charge them more than it costs to 
do the work, and as long as they do not charge any more than a reasonable protit on 
the investment, these people have no right to complain ; they certainly pay less than 
they paid before they had a railroad. In other words, the reasonableness of the 
charge in itself must be determined, not by comparison with river transportation ; 
the value of the service to them and the cost of performing that service must be con¬ 
sidered; not what it may cost to transport cotton by river. From all these elements 
you must determine whether the charges are reasonable. 

Mr. Glascock. In other words, then, you say the railroad companies have the right 
to assess the traffic all it will bear, taking into consideration the points of competi¬ 
tion and non-competition ? 

Mr. Fink. Yes, sir. One of the principles of railroad management is not to make 
the traffic pay more than it will bear. 

Mr. Long. That is a very different proposition from his. 

Mr. Fink. Yes, sir; but I wauted to let him have his own way of expressing it. I, 
however, do not want to put myself on record as having assented to his proposition 
in the sense in which he expresses it; but I want to explain it in the sense I would 
propose it. We assess the traffic according to what it will bear. Unfortunately the 
most of the traffic we carry will not bear enough to pay for the cost of carriage. We 
have to carry a great portion of traffic for considerably less than the actual cost of 
doing the work, because it does not bear the full cost, including the interest on the 
capital invested. Then, in order to make up that deficiency on that kind of traffic 
which is the bulk of our traffic, grain and flour, for example, we charge other articles 
such as silks, &c., more, but not more than these articles can bear. 

Mr. Glascock. In other words, yon make up the deficiency on A’s traffic by mak¬ 
ing B pay a double amount ? 

Mr. Fink. No. We do not charge A as much profit as we charge B. You do not un¬ 
derstand me. 

Mr. Glascock. You have a certain amount to raise, as Mr. De Pew said, to give you 
a fair return on your investment ? 

Mr. Fink. Yes. 

Mr. Glascock. In order to do that you have to assess A and B. You assess A a 
small amount, and you have got to assess B a greater amount? 

Mr. Fink. Yes. 

Mr. Dunn. A and B have an equal interest in this matter. 

Mr. Fink. No, sir. 

Mr. Long. That is where the question of equal rights comes in. 

Mr. Fink. Every citizen is interested in what we do. 

Mr. Dunn. We will put it equal rights, then. 

Mr. Fink. If I understand you, you waut to make a tariff to assess each shipper so 
much per ton per mile. That is your argument ? 

Mr. Dunn. Yes. 

Mr. Fink. Then I wish you would pass a law to do it, and tell me how it can be 
doue. It costs 40 cents to carry 100 lbs. of freight from Chicago to New York. Now, 
make a law that will give us 40 cents a hundred on grain, provisions, lumber, and 
iron (which constitute the bulk of the traffic), and then we will carry your silk and 
other things at 40 cents. We are obliged to make a rate of *25 cents on grain, 15 cents 
less than it costs us to carry it, and cannot collect the cost. If you will help us to 
collect the full cost of transporting grain we will be very glad to have you pass such 
a law. We must assess these charges according to what the articles will bear. Grain 
will not bear more than 25 cents a hundred, and that is less than it costs to carry it 
if you include iutereston investment, and we must make more profit on other freight! 
Suppose it cos+s us 20 cents a hundred to carry grain (I mean the mere cost of carry! 
ing it, without any profit or iutereston the investment); we get 25 cents. When 


we carry silk we get 75 cents from New York to Chicago, and we make 40 or 50 cents 
a hundred on that article; but it will bear it because it only costs about 3 cents on a 
dress. This is the principle by which the commerce of the country is developed. If 
you pass that law, and that is what I object to, that we shall charge so much per ton 
per mile to everybody, regardless of what the article will bear, three-fourths of the 
traffic of the country will have to stop moving. You cannot get 40 cents a hundred on 
grain from Chicagoto New York. It will not bear it. Neither can we carry all our 
traffic for 25 cents a hundred. The railroads could not stand it. You must take your 
choice between those two alternatives. But I will suggest that you let us alone to 
workout the problem ourselves, and you will continue to have a prosperous country, 
as you have now. 

Mr. Barksdale. What is it that brings down freight on cotton from Memphis to 
New Orleans to $1 per bale ? 

Mr. Fink. The barge lines—the Mississippi River. 

Mr. Dunn. That is what protects the Memphis shipper from being overcharged ? 

Mr. Fink. Yes. Not overcharging ; rather say from not charging him enough. ] 
want to put it in that way. 

Mr. Barksdale. What is it that protects the Winona shipper? 

Mr. Fink. He lias this protection : When he sends his freight to Memphis he gets 
a low rate from Memphis to the East, although he has to pay the local charges to 
carry his freight to Memphis. But what did he do before he had a railroad ? What 
protected him then ? 

Mr. Barksdale. Then he has no protection ? 

Mr. Fink. Of course he has protection. If he can go into court and show that 
this is an unreasonable charge, that this railroad makes 10, 15, or 20 per cent., when 
he can show that the railroad is extorting money from him, which he can show to any 
intelligent jury, he can cause the rates to be put down. He has the common law to 
protect him. 

Mr. Long. From Memphis he has the tariff of the Memphis man, I suppose. 

Mr. Fink. Yes. You cannot expect these railroads to be built at great expense and 
then do the work at the same rates charged by the steamboats. 

Mr. LoNd. Doesn’t this all show that you can take up each individual case and 
bring it before the country and work justice. 

Mr. Dunn. Work justice how ? 

Mr. Long. By bringing the matters before the public and reporting them to the 
legislatures if there is any injustice. 

Mr. Dunn. Just tell of them? 

Mr. Long. Yes, just tell of them. 

Mr. Turner. What is the relative rate by river and rail from Memphis and New 
Orleans? 

Mr. Fink. Unfortunately the railroads there have got into a quarrel and-* 

Mr. Turner. I mean for the last twelve months. 

Mr. Fink. I think 75 cents has been the barge rate for the past twelve months; and 
the railroads have charged about $1; at least they want to charge Si, if they can get 
it; but they have gone out of the business, because they couldn’t get a dollar. 

Mr. Turner. The reason I asked was, that I have been informed that the railroads 
are shipping about ten times as much cotton as the river. 

Mr. Fink. No ; the barges have carried large amounts the past year; during the 
past crop year the barge lines have taken about 37,000 bales against about 6,000 bales 
for the corresponding period of the previous crop year; for that reason the railroads 
are going out of the business; they cannot carry in competition with the barge lines. 

Mr. Barksdale. The point I am making is that for a distance 100 miles shorter 
they are charging $3.25 a bale, against a charge of $1 to New Orleans. 

Mr. Long. Suppose this railroad went to Winona and stopped there and did not 
go to Memphis ? 

Mr. Fink. Then they would not complain; the rates received may be too high ; I do 
not say they are not. W hether they are or not has to be explained upon the principle 
that the railroads have to earn their living out of their local business ; they take the 
through or competitive business for what net profits they can get out of it, and if they 
can make any money out of it they can reduce their local charges. In the case you 
mention the charge may be too high and you may be unjustly treated ; I do not say 
you are not. 

Mr. Bakksdale. That is not an exceptional case. 

Mr. Fink. The principle, however, is all right. You caunot operate a railroad on 
livei rates, because you have to build the railroad; that costs money'. You have 
not to build the river; the river is already there. 

Mr Long. Does that railroad pay any dividends? 

Mr. I ink. That is the point. Is that railroad a prosperous road ? Does it pay auy 
dividend ? Could it carry your cotton tor less, and pay its operating expenses, and 
interest on investment? It is perfectly just and to the interest of the people that iu 
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such cases as you have mentioned the railroads should charge more tor shorter hauls 
than for long hauls. In other cases it might not be just, but in this case there is very 
good reason for it, and it is to the advantage of all parties that it should be done, and 
the enactment of the Reagan bill preventing the railroads from charging not more 
for short than for long hauls would act very injuriously to all parties. Let us see 
what would be the result. First, the road from Memphis to New Orleans could no 
longer carry any Memphis cotton ; they would rely for their revenue exclusively upon 
their local business. The tendency would be to increase the charge from Winona to- 
New Orleans. But this would not be the only effect. As soon as the railroads cease to 
compete with the river, the barge lines would put up their rates. Instead ol a dollar 
they would probably charge a dollar and a half. The Reagan bill may put some more 
into the pockets of the owners of the barge lines, but it would do so at the expense of the 
shipper; it would raise the cost of transporting cotton. Is this regulating commerce 
in the interest of the planters ? As soon as the barge lines increase their charges, the 
railroads carrying cotton direct from Memphis to the East would raise their rates. 
They are low enough now, by reason of this competition with the barges, and they 
wilTbe glad to get that opportunity. This is the practical effect of the Reagan bill; 
quite the reverse from that which the author intended. Its effect is to hamper com¬ 
petition, to obstruct, not to regulate, commerce, and this is the reason why we oppose 
it, why we ask Congress not to enact such injurious measures. 

To return to the case which I had under consideration when this discussion 
commenced, and wherein I refer to the commercial necessity of making a lower 
rate on traffic for export than domestic traffic, I will ask: Wherein does the 
injustice consist if the railroad companies carry freight intended for export to 
New York at lower rates than if intended for domestic consumption as long 
as the charges for the latter are reasonable? It is certainly not unjust to the 
people in the West to create for them a market for their products. It certainly is not 
unjust to the merchants of this country who derive some profit from this trade. It 
certainly is not unjust to the American people that the English people should contrib¬ 
ute to the wealth of this country by the purchase of its products. It certainly is not 
unjust to the railroad companies that they should increase their business, even at a 
small profit. It certainly is not unjust to the domestic consumer of the article in New 
York, who pays a higher price of transportation for it than the exporter; because, 
whether the railroad companies do or do not engage in the export business, the rates 
of transportation to the domestic consumer, reasonable as they are, remain unchanged. 
If the feelings of the domestic consumer are hurt because the exporter gets lower 
rates of transportation, he can console himself by the reflection that the foreign con¬ 
sumer has to pay the ocean freight in addition to the inland freight, making the total 
cost to him much higher than to the American consumer. To carry the same class of 
freight for the exporter for less compensation than for the domestic consumer is, there¬ 
fore, not unjust, because it is beneficial to all engaged in this transaction ; it hurts no 
one; the only disadvantage is to the foreign competitors, in this case to the people 
in Norway. Is it the duty of Congress to protect foreign nations against American 
competition by the passage of such bills as the “Reagan bill”? 

The case I have above cited is only one of thousands that daily occur in this and 
other countries; and it is because the railroad managers are acting in the interest of 
commerce—no doubt from motives of self-interest—and are adopting the practical and 
proper-pla/n in the management of this property, that you hear so much complaint 
against them. Three-fourths of the complaints against railroads arise not from the 
fact that railroad companies make unjust discrimination, but that the people who fiud 
fault with the railroads have no clear conception of what really is just or unjust dis¬ 
crimination. They judge the case simply from the standpoint of individual interest, 
and from a,surface view of it, without considering all the facts that have a bearing 
upon it. 

I will mention one more instance to show the practical working of the provision of 
the “Reagan bill,” by which the railroads will be required under all circumstances to 
make the same charges for like services, a provision that would destroy competition 
between transportation lines as well as between markets. In a train that leaves Buffalo 
for New York over the Erie Railroad, with thirty cars loaded with grain, there may 
not be two cars which pay to that road the same rate per unit of weight. The rates 
would be higher on a car-load of grain coming from Chicago than upon one coming 
from Cincinnati, because Cincinnati has shorter routes to New York; the Erie road 
being the longer line it must charge less per ton per mile, in order to compete with 
the shorter lines. To force the Erie road to charge the same rate on all freight, no 
matter where it comes from, would exclude it from competition at all points to which 
it forms the longest route. Under the “Reagan bill” the Erie road would be so ex¬ 
cluded. At the samotime the New York Central and Pennsylvania Railroads, which 
are entirely located in one State, and which are not subject to the provisions of the 
“Reagan bill,” would carry the business which is to betaken away by an act of Con¬ 
gress from the Erie Railroad, thus creating the worst kind of unjust discrimination. 
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Tlie a Reagan hill” contains another definition of unjust discrimination, which in 
equally as erroneous as the one I have just criticised. It prohibits charging more for 
short hauls than for long hauls. The principle that transportation charges for short 
hauls should be less than for long hauls, or at least no more, is an excellent one, and 
should be adopted in all cases where its violation would inflict injury upon the peo¬ 
ple. But there are a great many cases in which a violation of this rule would inflict 
no injury upon any one; but, on the contrary, would be beneficial to the people as 
well as the railroad companies. 

If this provision of the “ Reagan bill” were carried out, it would exclude the rail¬ 
road companies from carrying a large amount of traffic, it would prevent the proper 
development of the resources of the country, and would prevent that wholesale com¬ 
petition between transportation companies and commercial communities which should 
be encouraged and not prohibited. 

Whenever the railroad companies charge less for hauling freight over long distances 
than over short distances it is always done for the purpose of meeting competition at 
distant points, from which they would exclude themselves by higher charges. Neither 
can they reduce the rates on the shorter haul, because they cannot afford to transact 
all of their businessat the low rate forced upon them by competition at distant points. 

I will illustrate this by a single case, which represents thousands of others that arise 
in the daily practice of railroad management. The railroad lines from New York to 
New Orleans carry freight in competition with the ocean steamships running from New 
York to the same point. The railroad charge on first-class freight is 76 cents per hun¬ 
dred pounds, and frequently only 50 cents, when steamship competition makes it nec¬ 
essary. This freight is carried through Atlauta. Toe rate from New York to that 
poiut on freight that stops iu Atlanta is $1 per hundred pounds, although the distance 
to Atlanta is only about sixty-four hundredths of the distance to New Orleau*. But it 
must be borne in mind that New Orleans has always enjoyed the advantages of cheap 
oceau carriage. As soon, however, as a railroad is built to New Orleans, through in¬ 
terior points, it is claimed that because railroads can and do carry freight through 
these points to the seaboard at rates to meet the competition with the ocean routes, 
they can and must carry freight as cheaply to interior points. This claim is to be 
sanctioned by the “ Reagan bill” as just; and under the operation of that bill the rail¬ 
roads could not charge more from New York to Atlanta thau to New Orleans. And 
the Pacific railroads have to make the rates from New York to San Francisco in 
accordance with the rates prescribed by ocean transportation. Aud because they do 
that every man in the interior thinks he ought to have the same rates as the San 
Francisco people get. 

In other words, the railroad companies are to provide, at their own expense, as 
cheap transportation to the person living iu the interior as is enjoyed by those who 
live on the sea-coast. This claim is based upon false reasoning, and upou au insuffi¬ 
cient knowledge of facts. It is assumed that if railroad companies can carry freight 
overlong distances fora certain compensation, they can certainly carry it over short 
distances for the same compensation, or even lower, since it costs less to do the work. 
It is very difficult to make those who reason iu this way understand that railroads 
must rely for support upon the people for whose special use they were built. Now, 
the railroads from New York to New Orleans were not built with the view of relying 
for their support upon the New Orleans business, because it was well known that that 
business was neither sufficient in amount nor profit to justify the building of the* roads. 
The cities distant from the ocean, and which formerly had no transportation facilities, 
are chiefly benefited by the railroads. If it be the correct principle that people should 
be charged in proportion to the use they make of the roads, aud according to the value 
which the service has for them, it is certainly just aud proper that the people in the 
interior should pay more for railroad transportation services thau those who have 
always had cheaper water transportation, and who could get along very well without 
any railroads. The business that the railroads transact to New Orleans is merely in¬ 
cidental ; the rates are fixed by steamboat competition, aud if there is any profit above 
the bare cost of doing this work, no matter how small that profit ma. be, the railroad 
companies are justified in transacting this business, eveu if it fails to pay a propor¬ 
tionate part of the interest upon the investmeut. Having already a roadway that has 
to be operated, having to pay interest on the investment, and having to incur the gou- 
eral expense of operating that roadway, whether the New Orleans business is trans¬ 
acted or not. a railroad company can afford to enter into competition with the steam¬ 
ship lines at a much lower compensation thau that for which it could transact its 
whole business. 

The “Reagan bill” considers this an unjust discrimination—in the case m -ntioned— 
against the people of Atlanta. Let us consider to whom it is unjust. Who suffers 
from it? The people of Atlanta do not, for the charges made to them are perfectly 
reasonable in themselves. They never had transportation services performed so cheaply 
until these railroads w'ere built; in fact, Atlanta is a city that was created by the 
railroads, and from the very nature of its geographical location it < an not expect, 
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under any circumstances, to be put upon the same footing—and this at the expense 
of the railroad companies—with the people who live on the seashore. Although 
freight.is carried through Atlanta to New Orleans at lower rates than to Atlanta, 
this itself constitutes no injury to the people of Atlanta, because if the railrpads did 
not carry it at these low rates the steamships would, and the facts as to the relative 
charges made to the cities in question would not be changed. If there be any unjust 
discrimination in these charges it wouli exist regardless of any act of which the 
railroads are guilty. 

Should the “ Reagan bill” become the law of the laud, it would compel the railroad 
■companies to withdraw from competition with the steamship lines to New Orleans; 
it would deprive the roads of some profit that they would endeavor to replace, if in 
their power, by charging higher rates to interior cities; it would deprive New Orleans 
of the advantages of railroad transportation and competition with the steamship 
lines, and would probably cause the steamship lines to increase their charges. These 
would be some of the results of your legislation upon the interstate commerce of this 
country. You would not remove the evils of unjust discrimination, but would deprive 
the people of the benefit of railroad competition and the railroad companies of some 
revenue. 

I am aware that the author of this bill did not intend it should have this effect. 
It is want of knowledge of the practical conduct of railroad operation and commer¬ 
cial affairs that leads him to formulate a law which must have the contrary effect to 
that which it was intended to have. I therefore urge upon your committee that the 
railroad transportation business should be fully understood in its practical and com¬ 
mercial bearings before legislation is attempted. 

In my opinion, it is utterly impossible to formulate a law defining just and unjust 
discrimination. Any act is just in commercial transactions and in railroad manage¬ 
ment which does no injury and benefits all concerned. If it can be shown, as I believe 
it can, that nobody suffers from the fact that the railroads carry freight more cheaply 
over long than over short distances, the carriage of such freight is just and proper, 
and, being also beneficial to the commerce of the country, it should rather commend 
itself to the favorable judgment of legislators than to be made an act of misdemeanor, 
punishable by fine, as the “ Reagan bill” proposes. 

The cases which I have cited are types of a thousand others that occur every day 
in the practical management of railroads in this country and other countries, which 
give rise to so mauv complaints for which there is no just cause, and therefore no 
remedy. 

I stated the “Reagan bill” charged that if a railroad took freight from New Orleans 
to Memphis for a less rate than a shorter haul that it is not justifiable. I will not 
fiuish that part of the argument, and do not think it is necessary to detain you further. 
In every case the same questions govern. 

In England the people complain that freight is carried by the railroads from Liver¬ 
pool to Loudon at a lower rate than to interior points, the rates from Liverpool to 
London being made to meet the competition by ocean. 

The people of France complain because the products of Africa, which can be sent to 
Belgium and Holland direct by ocean, are carried by rail through France from Mar¬ 
seilles to those countries at lower rates, on account of this competition, than the inte¬ 
rior business is transported by the railroads. 

The people of Germany complain because the grain of Hungary passes through Ger¬ 
many to England at lower rates than is charged to distribute domestic grain, these 
through rates being made lower on account of the competition with other transporta¬ 
tion routes. 

The late English investigation brings out the complaint of the sugar refiuersof Lon¬ 
don, who are obliged to pay as much for the transportation of sugar as the refiners at 
Greenock, although the distance from Greenock to common points of competition is 
twice as great as from London. The London refiners desire to exclude the latter from 
competing with them, and are in favor of tariffs constructed upon the Reagan plan. 

The shipper who resides in the Rocky Mountains, now that the railroads pass his 
door, claims that he is entitled to have freight transported from New York at the same 
rate at which the steamship lines carry it from New York to San Francisco. 

And this is the character of thousands of complaints that are heard from all parts of 
the country. 

These complaints arise from the expectation that the railroads can do two things at 
the same time that are entirely incompatible—that they can base their charges upon 
“mileage,” or “ cost of service,” and at the same time conform also to the laws of trade 
and competition. 

It is the conflict between these two principles that causes these contradictory claims 
which are made upon the railroad companies all the world over. 

The charges for transportation services upon all competitive traffic must be deter¬ 
mined by their market value on purely commercial principles. Articles of small value, 
which could not be moved if the full “‘cost of the service” was charged, including 
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the interest on the capital invested and the general expenses, must be moved at a 
smaller profit. On the other hand, upon articles of great value higher rates maybe 
charged, even exceeding the actual cost. 

The problem to be solved is to establish upon a system of about 120,000 miles of 
railroad transportation tariffs that will serve the best interests of this country with 
equal justice to all parties, to the people as well as to the railroads. 

Now, with every desire on the part of each individual railroad company to accom¬ 
plish that object, how is this possible under the peculiar conditions under which the 
railroad system of this country has been created ? There are some twelve hundred rail¬ 
road companies in this country, chartered by the different States, each company entirely 
independent of the other as regards the establishment of tariffs. If these tariffs are made 
separately by each railroad company without reference to the other there can be no 
uniformity, and the common-law principle that for like services like charges shall be 
made, cannot be carried into effect. This is the fault of the system adopted in this 
country, and the railroad company cannot be held responsible for the resulting evils, 
and most of these evils arise from the fact that the people have to deal with twelve 
hundred independent railroad companies, each of which can make its own tariffs and 
vary it when it pleases. Can it be expected that under such circumstances the charges 
can be made alike for like service, and that unjust discrimination can be prevented? 

To appreciate the difficulties met in performing a work of so great magnitude and 
complication, by so many separate and independent railroad companies, let ns suppose 
for a moment that in this country duties on imported goods were to be determined 
and collected by each of the independent States instead of by Congress, to suit its 
own special interests, disregarding the interests of other States or the general inter¬ 
ests of the whole country. * Could it be expected that a tariff constructed by such 
agencies would be just, uniform, and harmonious in all its parts? Even with the 
full power of Congress to regulate the tariff, is it perfect ? Does it avoid unjust dis¬ 
crimination, and is it satisfactory to all interests ? Yet, in comparison w ith the wrnrk 
that Congress proposes to do, the difficulties encountered and the complications met 
in making a just and equitable transportation tariff for upwards of 100,000 miles of 
railroad that would be perfectly satisfactory to all interests, are incomparably greater* 

It is a great injustice to hold the railroad companies responsible for those evils of the 
transportation business which are the result of the system adopted by the people in 
creating these railroads ; they do not result from a violation of the laws governing 
common carriers but are inherent in the system. The railroad companies suffer more 
from it than the public, and they have made and are constantly makiug efforts to 
remedy these evils. It is surpassing that under the circumstances of the case they 
have been able to control the tariffs and to prevent unjust discrimination as w r ell as 
they have. It is surprising that there is not more chaos, not more coofusion, not 
more unjust discrimination, and that the people are served as well as they really are. 

It is apparent that iu order that the transportation tariff’s of this country should be 
uniform and just and equitable, that there is required some central control over these 
independent railroad companies, some authority by which these tariff’s can be deter¬ 
mined. And this is no doubt the underlying principle of some of the provisions in the 
bills before your committee by which a board of commissioners is to be established to 
prescribe these tariffs. But the measures proposed are entirely impracticable. No 
three or nine men can control the tariff's over a system of railroads of 120,000 miles. 
That is the work of thousands of men. It is a work that should be performed by the 
proprietors of the property, and not by outsiders who have no interest in it. But it 
should be done, of course, in conformity with the laws of the country, and especially 
with the laws governing common carriers. 

But it is entirely impracticable to control the railroad tariffs in this country under 
a central commission such as is contemplated iu some of the bills under consideration. 
In order to perform this work intelligently and properly it would require the duplica¬ 
tion of just such an immense organization as the railroad companies now possess for 
the same purpose. 

Each one of these twelve hundred railroad companies has at least one officer who 
has special charge of the tariffs of the road, and who often has many assistants, all 
trained experts in the transportation business, and who, from many years’ experience 
on particular roads, understands the wants of the people w r ho are served by these 
roads. These officers are in constant contact with the shipping communities, either per¬ 
sonally or through agents especially appointed for that purpose, or through the many 
station agents located along the lines of the roads. The latter are in constant com 
munication with the shippers, and are in a position to know exactly their wants, 
receive their requests, hear their complaints, and report the same to the superior 
officer. In this way all the facts that are necessary to be considered iu the establish¬ 
ment. of tarifts are brought before the proper authorities, who are enabled to take intel¬ 
ligent action thereupon. 

Assuming that these station agents are located along the line of these roads at a 
distance of 5 miles apart, there woilld be twenty thousand agents, w ho report to- 
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the general freight agents, and who bring the shippers in direct contact with the 
head of the railroad administration, enabling it to judge of the wants of the people 
and to intelligently establish the tariffs. 

It is not reasonable to suppose that nine commissioners, who stand entirely outside 
of these organizations, who have no such means of acquiring correct information, and 
who, perhaps, in the first place, may have no knowledge of, much less experience in, 
the transportation business, could evolve out of their own miuds just and proper 
transportation tariffs, or could control, even if they were possessed of the highest ac¬ 
complishments in that direction, a work that requires the services and agencies of 
twenty thousand people who, although not exclusively engaged in this business, whose 
services are necessary for the intelligent and proper conduct of the business. A work 
of this kind, if it is to be done effectively and properly, cannot be concentrated upon 
nine men. 

Looking, therefore, merely upon the practical side of the question, it appears to me 
impossible for Congress to exercise any intelligent control over the railroad tariff’s in the 
manner proposed by several of the bills before your committee. But even suppose that 
it were practicable, the question would have to be considered whether Congress has 
the legal right to determine absolutely the compensation for the use of the railroad 
property. 

The right to fix the compensation for the use of property is the right to control that 
property. Under the Constitution of the United States (which merely enforces a prin¬ 
ciple that is indorsed by all right-thinking men), property cannot be used, either by 
the Government, or under its authority by private persons, except due compensation 
is returned for its use to its owner. Within the limits fixed by the common law or by 
their charters the railroad companies have the absolute right to determine the com¬ 
pensation for their services. To take this right from them means the confiscation of 
their property, to the extent at least that their compensation is reduced below that to 
which they are rightfully entitled. I do not entertain the least doubt that Congress 
has a right to regulate the use of property in the interest of the public, but this right 
does not include the right of confiscation. No measure can be adopted by Congress 
for the regulation of railroad tariffs that interferes with the proprietary rights of the 
railroad companies unless Congress is prepared to recompense the companies for losses 
iucurred by any act of Congress. 

The same questions with which you are now dealing have been dealt with in European 
countries. The necessity of a central authority to control the railroad tariffs was recog¬ 
nized there as it is recognized here and everywhere. When the Prussian Government 
came to the conclusion that it was necessary to have a central authority over the rail¬ 
roads in order to cure the evils that arise from the separate management of railroad 
tariffs by so many independent railroad companies, it adopted the only proper course 
consistent with the proprietary rights of the railroad companies; it purchased all the 
railroads of the states, became the absolute proprietor, thus acquiring the legal right 
to control them. 

This course is in strong contrast with that of some of the State governments in this 
country, who, in their attempts to rectify the evils of the transportation business, 
adopt a much cheaper but more summary plan. By an edict of the legislature this great 
property is handed over to three men, who have the power to arbitrarily determine 
what remuneration railroad companies shall receive for their services. These men are 
responsible to no one for their acts, and can do with the property as they please. 

The States do not deal with their own property in such an outrageous manner. 
For example, the State of New York, which owns the Erie Canal, did not select three 
men and hand the property over to them to do with it as they pleased. This State 
has a greater respect for its own property than some of the other States have shown 
for the property of the railroad companies. New York controlled the tolls on the canal 
by a board of commissioners, composed of the highest officers of the State, who had 
the power to recommend only, subject to the direct control of legislative committees, 
and finally of the legislature. But in some of the States the property of the railroad 
corporations is handed over unmercifully to the judgment of three persons who prac¬ 
tically stand outside of the law. 

I merely desire to call the attention of the committee to the injustice of controlling 
railroad tariffs directly by legislation, as is proposed in some of the bills before you. 
That control belongs to the proprietors of the property, subject only to the laws which 
regulate all other common carriers. Hence my opposition to the provisions of several 
of the bills before you, which attempt to lodge that power in a commission, and also 
upon the ground of the impracticability of establishing the railroad tariffs of the 
country in that way. Yet I admit that there should be some central control over the 
transportation tariffs of the country, with the view of securing uniformity and justice 
in transportation charges. The difficulties of the problem are these: that without 
the legal power on the part of Congress or on the part of the States to fix transporta¬ 
tion charges, with the right of each railroad company to determine the charges for 
itself, how are the rights of the public also to be guarded and the desired result to be 
obtained ? How under these conditions is uniformity to be brought into these tariffs. 
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and how is unjust discrimination to he avoided ? This is the great and difficult prob¬ 
lem to be solved. 

J have already referred to the fact that while the object of legislation is, and should 
be, to prevent unjust discrimination, none of the bills before your committee directly 
define what is uujust discrimination; and that it is not possible to do so. A mere 
mandatory law that there shall be no unjust discrimination cannot have the effect 
which is contemplated. 

The Reagan bill and others of sifnilar import make the condition (and properly so) 
that all railroad companies shall publish their tariffs, and that they shall not be per¬ 
mitted to make any variation whatsoever from published tariffs. 

So far the bill has my full indorsement. But it is defective in two very important 
particulars: In the first place this rifle only applies to common carriers via railroads, 
when it should equally apply to all common carriers, for the reason that the tariffs 
of railroad companies are influenced and regulated by the tariffs of carriers over water 
routes. 

The second and most serious objection is that this bill makes no provision as to what 
these tariffs shall be. It leaves each company at liberty to make its own tariffs. 

Now, supposing that on the date on which this bill is to go into effect these 1,200 
railroad companies should have 1,200 different tariffs. Would that prevent unjust dis¬ 
crimination? Would we have like charges for like services? We would evidently 
have as many different charges as there are railroads and as much discrimination as 
ever existed before the Reagan bill was enacted. The Reagan bill omits the funda¬ 
mental principle that just and proper tariffs should be in existence before any laws 
are put into effect to maintain the same. Upon this question of tariff the most im¬ 
portant one, the Reagan bill, is silent except in the few instances I have mentioned, in 
which it is attempted to define unjust discrimination, and which are in themselves 
unjust and objectionable, as I have endeavored to show. 

The practical difficulties of carrying out the Reagan bill and similar bills are also in¬ 
creased by the fact that Congress cannot legislate upon the whole tariff question, but 
only upon interstate tariff'. Some of the most important roads in the country are 
located in one State and are not subject to the provisions of the bill; are not even 
obliged to publish their tariffs, and yet the tariffs of these roads located in one State 
completely control the tariffs of a large system of railroads, if not of the important 
interstate traffic of the whole country. Admitting, therefore, as I do, the correctness 
of the principles embodied in the bills before Congress, namely, that the transporta¬ 
tion charges shall be just and reasonable, I consider it impracticable, yes, impossible, 
that any direct legislation, such as is now contemplated by the bills before you, could 
be of the least practicability. On the contrary, I think should these bills be enacted 
into law it will rather increase the evils than diminish them. 

I think, however, there is a solution of the problem. It is not. a direct solution, 
but it is a practical one. In this question, as in many other practical affairs of life, 
the longest way round is the nearest way home. If we propose to reach the top of a 
steep hill that is not accessible in a direct line, we build a road that wiuds round. We 
perhaps could never reach it in any other way. 

The railroads of this country, and, in fact, of all other countries, recognizing the 
necessity of uniformity of tariffs, not only as a matter of interest to the public, but 
as a necessity for their own interests, have endeavored to solve the problem by agree¬ 
ments among themselves. They agree together to establish uniform tariffs, they agree 
to make the same charges for like service. It is rather strange that such agreements 
have generally been looked upon with disfavor by the public, and that they have 
been stigmatized by the term of “combinations.” The aphorism of Stephenson is 
frequently quoted in a spirit of reproach, viz : “ Where combination is possible, 
competition is impossible.” He should have said (and would say if he were living to¬ 
day), “Where competition is possible, combination is necessary.” Combination is 
necessary where there is competition, because without combination between compet¬ 
ing carriers it is impossible to carry out the intention and spirit of the common law 
that there shall be like charges for like service. There are, of course, different kinds 
of combinations. There may be combinations for the purpose of extorting money by 
making unreasonably high charges. Such combinations, of course, are unlawful. 
But there are combinations for the purpose of securing uniform tariffs and equal 
charges for like services; such combinations, when the rates charged are reasonable 
in themselves, are not only lawful, but they are necessary in the best interests of the 
people, as well as in the interests of the railroad companies. 

When two or more roads come into competition with each other for the same busi¬ 
ness, it then becomes necessary that there shall be some understanding (called, gen¬ 
erally, combination, to make it odious) between these roads as to the rates that Shall 
be charged for the same services If one road were to charge one rate and the other 
another, of course the road which charged the lowest rate would do all the business. 
This would result in the two roads underbidding each other until the business became 
unprofitable ; and this underbidding produces the constant fluctuations in rates'as 
\ well as unjust discrimination. 
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It is this .unjust .discrimination which the bills before your committee intend to pro¬ 
hibit. Yet, at the same time, these bills intend to prohibit combinations or agree¬ 
ments between railroads, generally known as the “ pooling system.” It is generally 
supposed that these combinations between railroads prevent competition. This is a 
great mistake. They do not and cannot prevent competition. It is necessary to distin¬ 
guish between legitimate competition, which is the spirit and life of trade, and com¬ 
petition that results simply in the ruin of the parties that are engaged in it. The 
latter is not competition ; it is simply destructive war. 

The object of the combination between the railroads, besides that of giving uniform 
tariffs and arranging through tariffs for the whole country, is to prevent ruinous com¬ 
petition. Competition between railroads is somewhat different from competition in 
other business. Competition between private parties soon comes to an end when 
prices get so low that the parties cannot carry on their business. A railroad company, 
however, can carry on competitive business for a long time at unpaying rates, and 
either not find it out, or else make the traffic for which there is no competition pay 
for the losses incurred on the competitive business. And this, again, creates unjust 
discrimination of the worst kind. The true plan is to assess the railroad charges in 
accordance with the value of the services rendered. The public can always afford to 
pay the full value of the services rendered. It is not to the advantage of the public 
to bankrupt all the railroads. The railroad property is so large and important that 
by its ruin and the ruin of its owners you destroy a considerable portion of the national 
wealth, you ruin the credit of the country, you ruin the industries that are dependent 
upon the railroad, the iron industries and other manufacturing establishments which 
furnish supplies to the railroads; you also reduce the wages of the employes; when 
the railroads do not earn any money, the laborers employed on the road cannot be 
paid, or their wages must be reduced. Frequently these laborers have to work for 
mouths unable to collect their wages from bankrupt railroad companies, and finally 
may not be paid at all. 

I may refer to the difficulties which arose in 1877, during and after a long railroad 
war, when so many of the employes rose and “struck.” This was the result of low 
wages or reduced time of labor during the railroad wars. In fact, it is hardly necessary 
to demonstrate that it is not to the interests of the people to have the railroad com¬ 
panies do work for less than cost, and this would be the inevitable result if they en¬ 
gage in competitive strife (as I will call it, to distinguish it from legitimate competi¬ 
tion). The nature of the business is such that when one railroad underbids another 
in order to secure a little more business, then as soon as the other finds out that it has 
been underbid it has to underbid it still further, and so rates go down and down, 
until, as in 1881, freight was carried from Chicago to New York, 1,000 miles, for 8 
cents a hundred. This is a loss of from 8 to 12 cents a hundred in doing the mere 
work, not to say anything of interest on capital invested. But, apart from the ruin¬ 
ous result to the railroad companies, these railroad wars are objectionable as far as 
public interest is concerned. During these wars each road makes its own tariff with¬ 
out combination and without any agreement with its competitors as to uniform rates. 
It may make changes from day to day in these rates, and the shippers do not know 
what the charges will be for twenty-four hours to come. One man may have laid in 
his supplies at the regular tariff to-day, and in a week from now the tariff is down to 
one-half of what it was then, and he is at very great disadvantage compared with 
his neighbor who lays in his goods a little later. The results of these railroad wars 
are most iujurious„to all interests, aud the shippers understand this well enough. 
They are most satisfied when they have uniform rates, and when these rates are per-, 
manently maintained. Although, strange to say, while they want uniform rates 
permanently maintained, they also want competition between "the railroads ; that is 
to say, they want, the railroads to underbid each other. It is clear that they can¬ 
not have both peace and war between the railroads at the same time. Now, it is for 
the purpose of establishing uniform tariffs, and to maintain the same without great 
fluctuation, to prevent ruinous wars, aud the bankruptcy of railroads which would 
necessarily follow, that these railroad combinations are formed. The railroad com¬ 
panies agree upon the proper tariff to be charged and to have that tariff made known 
to the public to prevent railroads from making reductions secretly in these rates, and 
to charge alike for the same service. That is the object of these associations. 

There is another feature of the railroad business which is little understood, and 
which also makes it necessary that competing railroads should combine for mutual 
protection, arising from the fact that a siugle road (be it only a hundred or a few 
hundred miles long) can affect the tariffs of a large number of roads, and, if so in¬ 
clined, can ruin the railroad property in a large section of country. Hence the ne¬ 
cessity of railroad companies associating together for mutual protection. . There are 
laws which punish a person for setting his own house on fire, aud thereby endanger¬ 
ing the property of his neighbors. But, as yet, there are no laws to prevent railroad 
managers from'violating their agreements as to the maintenance of proper tariffs 
and from preventing them from unsettling the tariffs throughout the country and 
causing the ruin of the railroad property in a large section of country, causing rail- 
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road wars and all their consequences, such as constant changes in the transportation 
charges, unsettling commercial values throughout the country, and cause unjust dis¬ 
crimination between shippers and communities. It is to prevent all this that combi¬ 
nations or agreements or co-operation, whatever it may be called, becomes necessary 
for mutual protection. 

In all countries, and ever since there have been competing railroads or other compet¬ 
ing transportation lines, the necessity for making agreements as to the common joint 
tariffs to be charged for the same services has been fully demonstrated. 

If there were only one common carrier which could perform all the transportation 
services required, there would be no necessity for such agreements and combinations. 
If the Government owned all the railroads, as the Government of Prussia now does, 
there would be no necessity for combinations and agreements between the common 
carriers. In this country the Government does not own the railroads ; it cannot and 
ought not to own them, and hence combinations and agreements between railroads 
are necessary in order to make the railroads of the country act together practically as 
one road, so far as the establishment of equitable and just tariffs is concerned. 

During the last few years, and even since the Reagan bill was first introduced in 
Congress, great changes have taken place in the management of the tariff question, 
and in some measures the evils that existed at the time that bill was first introduced 
have been remedied by the voluntary action of the railroad companies in endeavoring 
to establish and maintain just and equitable tariffs. By experience, and often dearly- 
bought experience, the complaints of the people and the bankruptcy of many railroads 
have induced many railroads of the country to combine or act together, for the pur¬ 
pose of establishing and maintaining tariffs that do not unjustly discriminate. They 
have been generally successful as far as the interstate traffic is concerned in one re¬ 
spect, namely, agreeing upon proper tariffs. 

If your committee will examine the published tariffs governing the transportation 
business for the great bulk of interstate traffic, you will find that these tariffs are a9 
nearly satisfactory to the people as they probably can be made. They are governed, 
as I have explained before, by commercial principles, limited by commercial condi¬ 
tions. and the charges are extremely low and cannot well be made lower if the rail¬ 
road companies are to exist at all. But the great difficulty which is encountered is to 
secure the strict maintenance of these tariffs by all the railroad companies. The com¬ 
petition between the railroads is so great that there is a constant tendency to underbid 
each other, which, of course, destroys the adjustment of the established tariffs and 
creates unjust discrimination between shippers and between communities. To avoid 
this, the only thing that needs to be done is to see that there is no deviation from these 
published tariffs. The enactment of the Reagan bill, leaving out the objectionable 
features to which I have alluded, and simply confining it to the enforcement of the 
published and established tariffs, would be a movement in the right direction. But I 
doubt if it would be of much practical force. There are so many ways of evading 
the law that the .bill in its present form and without the addition of other measures 
could hardly reach the evil which it is intended to remedy. It would consume too 
much time for me to go into all the details, and to explain all the contrivances by 
which the proposed law could he evaded, and the impossibility of discovering its viola¬ 
tion. Yet I do not urge this as an objection, but simply mention it to explain the 
reasons for the practical measures which the railroad companies themselves have 
adopted to reach the results contemplated by the Reagan bill aud others, namely, 
the prevention of unjust discrimination. 

, The railroad companies in the various parts of the country have formed associations 
for the purpose of accomplishing the object of the Reagan bill. I am the executive 
officer of one of those associations, composed of about forty roads, aud known under 
the name of the joint executive committee. 

The general plan upon which they are formed is this: A central office is established, 
with a commissioner at its head, through which office the various roads whose tariffs 
are interdependent transact their business. This facilitates the negotiations upon all 
matters upon which agreements must be reached. Instead of forty different roads 
whose representatives live far apart, endeavoring to negotiate among themselves, 
there is now a central office through which each member can communicate with the 
other members. The .commissioner is in a. position to know the wants of each of the 
members, and can arrange the proper plans between them. 

The members of the committee meet from time to time and agree upon the more 
important questions. When they cannot agree as to matters involying the property 
of the roads, such questions are not decided by majority rule, but they are submitted 
to arbitration and decided upon their merits, with due regard to the rights aud inter¬ 
ests of each party. In this way conclusions must be reached aud questions must 
finally be settled. I hey are not to be left open. If they were left open they might 
lead to disruption. The decision of the board of arbitration is binding upon all the 
members. The action of the committee and the decisions of the board of arbitration 
forced by the executive officer, the commissioner. 

I his organization constitutes a complete self-government for the railroad property 
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represented on the committee. The special interests of each member must be subor¬ 
dinated to the extent that it may be necessary for the benefit of the whole, thus avoid¬ 
ing wars and contentions and all those injurious consequences which it is contem¬ 
plated to remedy through the bills that are before your committee. 

The difficulties encountered in legislating upon the establishment and mainte¬ 
nance of tariffs are very great, as the interests of these parties are so diverse and con¬ 
flicting. Formerly, before complete and permanent organizations were established, 
representatives of the various roads met in conferences ; but, in the case of failure to 
agree—which was the rule rather than the exception—the questions at issue were left 
unsettled and each road acted separately, and no joint tariffs could be established ; 
and the result was railroad wars, fluctuations in rates, and unjust discrimination. 
It is difficult for the representatives of so many roads to come together at the same 
time and at the same place. But even if they were fortunate enough to agree there 
was no organization to carry these agreements into effect. No soouer were these agree¬ 
ments made than they were broken. There was no executive officer to see that each 
party conformed to the agreements. The agreements were differently understood by 
the different parties, and were, therefore, hardly ever carried out, and from this re¬ 
sulted unjust discrimination. 

Under our present plan, in case of failure to agree, the question at issue is submitted 
to arbitration, and the executive officers are appointed, whose duty it is to see that the 
agreements made and the decisions of the arbitrator are enforced. In this way a com¬ 
plete organization and government of the railroads is established; and the forty-odd 
roads represented in that organization are managed practically as one road, so far as 
the tariffs are concerned. 

This would fully accomplish the object in view if these associations were not en¬ 
tirely voluntary and the executive officer powerless to enforce their decrees without 
the consent of each of the interested parties. What is wanted, therefore, is that these 
organizations should be legalized, if, as I believe, it can be proven that they are neces¬ 
sary and beneficial in their operation to the public interests. 

The greatest difficulty, however, is encountered in attempting to maintain agreed 
tariffs; each road, desiring to obtain the largest amount of traffic, is tempted to secretly 
make reductions and discriminate in favor of shippers who control a large amount of 
traffic, and when one or more roads act in this way it destroys the adjustment of the 
tariffs and causes unjust discrimination, which it is desired to prevent. The only 
means which the railroad companies have been able to devise to prevent this, at least 
in a measure, is the “pooling system,” which has been adopted at some of the princi¬ 
pal points in the country merely as a means of maintaining the established tariffs. 
Its object is to remove the motive for making secret arrangements with shippers by 
assuring to each company a certain amount of traffic, which is regulated by mutual 
agreement or arbitration, according to the capacity and position of these roads. 

It is this “pooling” system which is prohibited by the Reagan bill, and some other 
bills, and this simply, I believe, because its object and operation is not understood. I 
believe it is one of the best practical means by which the object of the Reagan bill can 
be attained. The objection is made that it prevents competition. This objection is 
not based upon facts. I have explained already that the tariffs of the countrv are 
determined by competition between the waterways, competition between the markets. 
Pooling cannot remove these great elements of competition, nor does it remove the com¬ 
petition between the railroads themselves. It only prevents excessive, injurious com¬ 
petition; not legitimate competition. But the tariffs once determined by competition, 
then the “pooling” system is only used to enforce the maintenance of proper and well- 
adjusted tariffs to all shippers for like service. 

If any laws could be passed by which the maintenance of established tariffs could 
be enforced, then the pooling system would not be necessary. But there are so many 
practical difficulties in the way of executing laws that might be made for that pur¬ 
pose that I have no hope that the desired object can be accomplished without the aid 
of the railroad companies, and that aid should be given by such organizations as I 
have described. These organizations deal with the whole tariff question; not only 
with the interstate tariffs, but also with the tariffs in the several States as far as they 
affect interstate tariffs. They overcome the difficulty under which Congress labors 
that it can only legislate upon interstate tariffs and not upon State tariffs. Com¬ 
merce knows no State lines, Congress must respect them. Congress having no ri«bt 
to interfere with the tariffs of roads which are located only in one State, cauuot con¬ 
trol the tariffs of the country. This cau be done through these organizations more 
successfully. When the Reagan bill was first introduced into Congress, some five or 
six years ago, pooling was bitterly opposed by merchants and shippers because, under 
its operation, the established tariffs were maintained and railroad fights and wars 
were prevented, and the excessive low rates were prevented. This matter is now bet¬ 
ter understood, although I fear the authors of some of the bills before your committee 
which forbid “ pooling” have not kept pace with public opinion, and now rather 
represent the old prejudices, based upon a want of proper information, than the pres¬ 
ent public opinion. I might quote from many influential papers of the country that 
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are not accused of being special advocates of railroad interests, but will confine my¬ 
self to reading a portion of an editorial article which appeared in the Commercial and 
Financial Chronicle, September 8, 188d. It says : 

'‘The railroad ‘ pool’ as a factor in the railroad operations of the day is now gener¬ 
ally recognized as an indispensable aid in the conduct of our vast and complicated 
railroad system. The pool is a comparatively modern organization, but its utility is 
undoubted, and has been repeatedly demonstrated. It is the outgrowth of necessity, 
and it is likely to gain in importance with time rather than to diminish. It will re¬ 
main engrafted upon our system just so long as the constitution of things remains as 
it is. Competition, if carried full length, can end only in destruction, the weaker 
must succumb, and this being so the usefulness of pooling contracts cannot be im¬ 
peached. 

“The pool rnay be supplanted by a better or a more satisfactory arrangement, but 
the demands which have given it life are too urgent to permit of its extinction in 
any other way. It is the friend of peace, and as such is unalterably opposed to war. 
It does not destroy competition—the repeated contentions within it show that—but 
rather restrains competition within reasonable bounds. The pool, moreover, is as in¬ 
valuable to the shipper as it is to the railroad, for while by the maintenance of rates 
it insures to the latter profitable returns for the stockholders, to the former it insures 
equality of treatment with others of his kind by fixed and unvarying schedules, 
which, if observed in good faith, as they are expected to be, render rebates, &c., of 
cburse out of the question.” 

Five or six years ago you could not find such an article published in the daily papers. 
Everybody was down on pools. But public opinion has changed. I am sorry to say 
that the authors of the bills before youi committee do not recognize the change in 
public opinion. I think when the Reagan bill was first introduced it represented pub¬ 
lic opinion, but it does not at the present time. 

According to this plan the railroads, at points of competition, agree upon a division 
of the competitive traffic. After years of struggle it has been ascertained that that 
division takes place in certain fixed percentages, which hardly varies from day to day, 
or from month to month, or from year to year. It has been ascertained that during 
wars of rates the distribution of the traffic between competing roads takes place in 
the same proportion as during the time when rates are maintained. There are other 
conditions, such as the capacity of the roads, their location, their connection with 
trade centers, which really determine the distribution of traffic. Having ascertained 
from past experience, as near as this maybe practicable, in what proportion the busi¬ 
ness divides itself between the competing roads, an agreement is made by which each 
of these roads restricts itself to carry a eertaiu percentage of the total competitive 
traffic, and the necessary machinery is provided to carry out this agreement. Thus 
all motive for entering into a competitive strife, to pay rebates and drawbacks, and 
to do all these things which the “ Reagan bill ” condemns, have been practically re¬ 
moved. 

It is certainly more effective to remove all motive for violation of an agreement than 
to rely merely upon the fear of the violator that he may possibly be discovered aud 
punished, especially in a case like this, when there are so many modes by which his 
acts can be covered up. 

This method of enforcing the properly established and published tariffs of compet¬ 
ing lines has become popularly known as “pooling”—a most misleading term—and I 
am sure that when Mr. Reagan inserted that provision in his bill by which “pooling” 
is to be prohibited he could not have understood its meaning. 

This practice called “pooling” has nothing whatever to do with the regulation of 
the rates. They are regulated upon recognized correct principles, which I have en¬ 
deavored to explain ; and the object of pooling is simply to maintain these rates alike 
to all shippers, thereby to prevent unjust discrimination and to secure reasonable com¬ 
pensation to the railroads ; aud this being exactly the professed object of the author 
of the “ Reagan bill,” instead of prohibiting this measure he would probably, or should 
ha.e, legalized it if he had fully understood its meaning. 

Mr. Reagan, no doubt, labored under the misapprehension that the system of “ pool¬ 
ing” was invented for the purpose of exacting unreasonable compensation from the 
people, and that it was against public policy. I believe I have established the fact 
that it is utterly impossible in this country,* with the great number of railroads and 
the great number of waterways, with the active competition in the markets that can¬ 
not be abolished by any combination, for the railroads to exact unreasonable charges. 
The method called “ pooling” is uot new ; it has been resorted to at all times aud in 
all countries since competing transportation lines existed. 

In England competitive wars between the railroads have been prevented for the last 
twenty years by it. In 1856 the Right Hon. William E. Gladstone was engaged by 
j t) rai 1 roads as arbitrator to divide the traffic between the three principal railroads 
vailed D<1 ’ Thisdivisioa settled many of the difficulties that previously had pre- 

All the railroads of Fngland are incorporated bv the Government in an association 
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called the “ clearing-house,” which has enabled the English roads to take joint action 
in establishing and maintaining tariffs. In Germany the “ Railway Uuions” serve 
the same purpose. , r 

In Austria even the railroads owned by the Government enter into “ pooling 
agreements with the railroads owned by private companies in order to prevent com¬ 
petitive strife between them. In this country similar plans have been adopted, and 
have been found to be successful in preventing the evils which the “ Reagan bill ” is 
intended to remedy. Yet, strange to say, these methods called “ pooling ” in this coun¬ 
try, the only methods which have been found to be practical all the world over in 
dealing with these new transportation questions, are to be prohibited by the “ Reagan 
hill.” The railroad companies are condemned because they cannot maintain the 
tariffs alike to all persons, and at the same time they are to be prohibited by law 
from adopting the only practical method by which this can be accomplished. 

The Government directors of the Union Pacific Railroad, in reporting upon a 
“ pooling” contract lately made by that company with other roads, referred to the 
legality and advantages of “pooling,” as follows : 

“The contract came up for ratification before the full board at the meeting of De¬ 
cember 20,1883, and no opposition was offered to it from any quarter, the Government, 
directors having inquired into the legality of its provisions in a letter addressed to 
Judge J.F. Dillon, the solicitor of the company, and being informed that it in no 
way violated the charter of the company, they consented to its ratification. 

“A railroad war, in which rates are cut below the point where freights can be car¬ 
ried at a profit, is destructive to the business interests of the community, no less than 
to the corporations immediately concerned. Steady and fixed rates, even though 
they are high, are much more conducive to a healthy and prosperous condition than 
the unsettled and fluctuating rates, however low, which are brought about by the 
competition of railroads. It is confidently hoped that the contract will be accepted 
as the basis of a permanent arrangement between all the roads concerned, and that 
under it the roads will do a profitable business, while the communities along their 
lines will derive permanent benefit therefrom.” 

Here is an example where the Government directors.are entering into pooling con¬ 
tracts, which, of course, if the Reagan bill is enacted, it would not be legal for them 
to do. Before I left ftew York I received a circular from a business house in that city 
referring to the views that are at present entertained in regard to the pooling system, 
and they are so different from those presented by Mr. Reagan that I have brought the 
circular with me aud will read it. I was rather surprised to receive this document at 
this time, after I had prepared my argument upon the general character of pools. 
The circular is issued by bankers in New York, who sent these circulars to their cus¬ 
tomers to show, perhaps, how the railroad business affects the credit aud the securities 
of the country. It is as follows: 

Office of I. F. Mead & Company, 

80 Broadway, Neiv York, January 23, 1884. 

Dear Sir: What is frequently spoken of as the pool system but more properly 
speaking may be characterized as the supervision of traffic by a commissioner ap¬ 
pointed by the railroad companies, is certainly not yet perfect, but Commissioner Fink 
is entitled to great credit for the progress that has been made in effecting such a 
system of supervision within the past few years. 

Only a few days ago the whole country was seriously threatened with a railroad 
war, the results of which it was plain to see must be an enormous loss of revenue to 
the contending lines, an unsettled and unsatisf: ctory condition of affairs to tlio 
merchant shippers, and general dissatisfaction to i 11. Indeed, it appeared as if the 
history of 1870.aud 1877 was to be repeated, when rates were driven below the actual 
cost of transportation. 

So far as the Eastern lines are concerned, all this has evidently beeu averted, and 
there is also a very common belief that an adjustment of affairs between the C. B. &. 
Q. and the Union Pacific and its allied roads will be reached without a war of rates. 
But this is not all; the success of Commissioner Fink’s efforts in harmonizing the in¬ 
terests of the lines leading out of New York has led some of the Boston roadiTto form 
a similar pool, and we also hear that some of the Ohio railroads leading to the coal 
fields in the eastern part of the State have entered into a pooling arrangement for the 
transportation of coal from the Hocking Valley. 

It looks as if the system would be very generally adopted throughout the country. 
So far, the combined roads have been satisfied with reasonable rates, and as long as 
they coutinue to work upon this basis, it is hardly to be supposed that any serious 
opposition will be made to the system. There is a better outlook for the maintenance 
of profitable rates than has existed heretofore for a long time. When the public comes 
to realize this fact and confidence is once more restored in the old established Hues 
we believe there will be a liberal buying of good dividend-paying stocks. ' 

The street has been flooded with rumors respecting the Northern Pacific properties 
During the day President Endicott, of the O. T. Company, sent anotc to the president 
of the Stock Exchange stating that “ the company has not diminished its holdings of 
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the various stocks, as stated in the report of the investigating committee." We are 
also assured that the company does not owe a dollar of floating indebtedness, the three 
million dollars obligations of the company not yet being due. The rumors as to the 
appointment of a receiver at present are therefore declared to be without reason. 

The numerous other reports that were circulated were officially declared to be with¬ 
out foundation. Nevertheless, the ex-Villard stocks experienced heavy declines. 

The rest of the market, was steady for the first half of the day, but yielded in the 
afternoon. We attribute the general decline wholly to the break in the Villard stocks 
and not to any realization by the bulls. 

Yours, respectfully, 

I. F. MEAD & CO. 


It is, of course, impossible to here enter fully into all the details of railroad man¬ 
agement, and I merely call attention to some of the general features of the subject 
vTith the hope that before your committee recommends the passage of any laws pro¬ 
hibiting pools you will give the matter more careful consideration ; for I am sure that 
the authors of the bills prohibiting pools are not yet familiar with the subject. 

It is unfortunate that, owing to misapprehension on the part of the public, the asso¬ 
ciations formed by the railroad companies for the purpose of establishing and main¬ 
taining tariffs are called “ pools.” You might as well call the Chamber of Commerce, 
or the Produce Exchange, of New York, or the Government of the United States, a 
“pool,” as all these associations are formed for the purpose of governing the trans¬ 
portation business in a uniform and intelligent manner, and in the best interests of 
the public and the railroads. The term “ pool” properly belongs only to the method 
of dividing traffic between the competing roads; and this is done only at a few places. 
These associations would exist without pools. They are simply a central government 
of a number of railroads and accomplish practically the same purpose as the contem¬ 
plated commissions to be established by the Government. 

It will be admitted that the railroad companies understand the transportation busi¬ 
ness better than a commission appointed by the Government could understand it, 
and as they are the proprietors- of the railroads they have a legal right to control the 
tariff' questions, and they have the necessary organization, skill, and experience to 
enable them to do so properly. 

Now, all that is wanted, in order to accomplish the purpose of controlling the rail¬ 
roads is, not to attempt to control each individual railroad but to put these various 
commissions under governmental control. That is, the Government should see that 
these commissions performed their legitimate work. Their organizations are already 
perfected, and by simply controlling the railroads through these organizations the 
whole railroad system of the country becomes controlable. These organizations, of 
course, should be legalized and recognized and dealt with by the Government. By 
this plan the Government does not interfere directly with the management of each 
road, it does not become engaged in commercial transactions, but simply exercises its 
supervisory power and sees that the railroad property is properly managed through 
these organizations in the interest of the public. 

It is only in this way that the railroad problem can be solved in this country, and 
this is in accordance with the spirit of our institution. It recognizes the principle 
of self-government, and only of governmental control as far as it is necessary to guard 
the general interests of the public. 

I am aware that this subject is yet so little understood, that at this time, perhaps, 
proper legislation cannot lie expected, and I do not ask for it. I only repeat the sug¬ 
gestion which I made at the beginning of my argument: That a commission should 
be established, empowered to inquire into all these masters, and to report to Congress 
its conclusions. In my opinion it will come to the same conclusions that I have 
reached after long experience, and a great deal of reflection, namely: That the roads 
of this country should be governed through the associations established by the rail¬ 
road companies themselves. That these organizations should be legalized, and should 
be put under governmental supervision, in order that they may be prevented from 
committing any act against the public interest. That their rules and regulations, so 
far as they do not conflict with the obligations imposed upon the railroads as common 
carriers, should be legally enforced upon the members of these associations. 

In order that proper legislation may be had at some future time, I recommend 
to your committee the adoption of Mr. Horr’s bill, establishing a board of commis¬ 
sioners, the sixth section of which provides : 

“ That said board shall in all ways endeavor to procure the data necessary to the 
gradual enactment of an intelligent system of national legislation, regulating inter¬ 
state commerce, and shall make an annual report of its doings to the Secretary of 
the Interior on or before the first day of November of each year.” 
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TESTIMONY OF MR. ALBERT FINK. 


Albert Fink (commissioner of the trunk lines and chairman of joint 
executive committee) appeared. 

The Chairman.’ We shall be glad to have you give us your views upon 
the subject of the regulation by the Government of inter state commerce. 
In your case we shall make no suggestions as to the mode of proceeding 
or the scope you may take, but we shall be glad to hear you generally 
and specially upon the subject in hand. 

Mr. Fink. I am hardly prepared to deal with the question in that 
general way. I am prepared to answer any question that you may de¬ 
sire to ask. I had intended to prepare an argument to present to you, 
but unfortunately I have not had time to do so. 

Senator Harris. You have the circular containing the questions upon 
which information is desired? 

Mr. Fink. Yes; but I have said and written so much on the subject 
that I think I am already on record on almost every question asked in 
the circular, and probably I cannot do better than to recur to what I 
have already said elsewhere. 1 do not know whether the gentlemen of 
the committee have read the arguments which I have made on the sub¬ 
ject of railroad legislation before several Congressional committees. 

The Chairman. I believe I have almost everything you have said in 
print in my possession, and I think the members of the committee have 
had some portions of it, certainly that portion of it that got into the 
record of discussion in Congress during the last year or two. If you do 
not care to go into a general discussion, you may, if you please, take up 
the circular and give your views upon it as you choose, without our ask¬ 
ing any questions. 

Mr. Fink. The questions contained in the circular are very compre¬ 
hensive. 

EXTORTION AND UNJUST DISCRIMINATION. 

The first question is: 

Wliat is the best method of preventing the practice of extortion and unjust dis¬ 
crimination by corporations engaged in inter-State commerce ? 

For the last forty years the best rniuds of all civilized nations have 
endeavored to answer that question. It cannot be said that it has 
been completely answered in any country. Perhaps the nearest ap¬ 
proach to it has been made in Prussia, where, within the last few years 
the Government has acquired, by purchase, all or nearly all the railroads 
in the State, and they are now operated as a unit under Government 
administration. It might be said, using a popular American word, that 
the Prussian Government has pooled all the railroads of the state and 
has thus solved the railroad problem. We also find it necessary in this 
1 A-1 (3) 
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country to resort to pools, but on account of the large territory and the 
great number of railroads (there are about 17,000 miles of railroad in 
Prussia and 125,000 miles in this country) we are obliged to make a 
number of separate pools; and as we get no aid from our Government 
to control railroad tariffs, the efforts to do so have been so far made by 
voluntary association of the railroad companies, the operation of which 
cannot be expected to be entirely successful. The English people are 
still grappling with the solution of the railroad problem, as will appear 
from the records of the investigating committees appointed from time 
to time by Parliament; but even in England the adoption of the sys¬ 
tem called “pooling” in this country has greatly tended towards avoid¬ 
ing the evils which you now propose to remedy by legislation. 

In France and other European countries the conditions under which 
the railroad system was created are so different from those in this coun¬ 
try that we can hardly draw any direct lesson from the experience of these 
countries. In fact, in every country the measures for controlling rail¬ 
roads must be adapted to the existing conditions, w r hich greatly differ 
in different countries. The plan that was deemed best in Prussia it 
would be impossible to adopt in this country. We have here to solve 
the problem in our own wav, although the difficulties of the problem are 
precisely the same in all countries. 

I make these remarks to show how difficult it is to answer precisely 
and definitely your first question, namely: what legislation is necessary 
to avoid extortion and unjust discrimination in railroad transportation 
charges f It would be necessary to go over the whole subject in all its 
intricate ramifications, and this would require more time than can be 
given to it in a short hearing before your committee; but I will en¬ 
deavor to answer in a general way the questions asked in your circular. 

Referring first to the subject of extortion, I may say that there is 
at present no legislation required to prevent extortion. That question 
has settled itself. If you would take the testimony of the people 
throughout the country, I think you would hear very little complaint 
about extortionate railroad charges at this time. There may be some 
cases, but I dare say they could be readily reached under existing laws. 
I think you will find that, instead of the railroad charges being extortion¬ 
ate, in many cases they are rather too low—less than they should be 
to keep the railroads in order for efficient usefulness. 

DANGERS OF RAILROAD BANKRUPTCY. 

The attention of your committee should be directed to the necessity 
of adopting means to prevent the whole railroad system, or at least a 
great portion of it, from going into bankruptcy. This may result not 
from any commercial necessity, but from the impossibility or impractica¬ 
bility of intelligently controlling railroad property, arising from the 
peculiar conditions under which it was created, no provision having 
been made for its being properly governed. At present the large system 
of railroads east of the Mississippi River and north of the Ohio River 
is carrying a large portion of the traffic for less than cost, not because 
there is any commercial necessity for it, but because of the dissension 
and war between so many independent railroad companies. If such a 
state ot affairs is continued for any length of time, you will find that 
even those roads which have heretofore been looked upon as prosper¬ 
ous will be unable to meet the interest charges on their bonded debt; 
and the destruction of so large a property cannot but have the most 
injurious effect upon the general welfare of the nation. 
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THROUGH AND LOCAL RATES. 

The Chairman. It is your judgment that the railroads are not charg¬ 
ing too much on their short hauls, or, if you please, local traffic? I 
take it for granted you believe they are not charging too much on inter¬ 
state commerce or on long hauls, but on the question of short hauls or 
local traffic do you think that same fact exists ? 

Mr. Fink. When the charges on through traffic are so extremely low 
as they are now, when the railroads are carrying grain from Chicago 
to New York for 12 cents per 100 pounds, which is below the cost of 
transportation, the local charges appear comparatively high ; they are 
not high in themselves, considering tbe cost of the service, but they are 
relatively high, and this often constitutes unjust discrimination. The 
remedy, however, lies in preventing the unreasonably low through 
charges. How they can be prevented is one of the questions which I 
hope your committee will take into consideration. Any measures that 
could be adopted to prevent railroad rate wars, which are the cause of 
these low charges, would remedy the complaint which now exists in 
relation to local charges, and avoid the unjust discrimination which it 
is the object of any proposed legislatiou to obviate. The local charges 
can always be properly regulated when proper through tariffs are main¬ 
tained ; hence the first object should be to secure the maintenance of 
properly adjusted through tariffs that are reasonable to the public and 
to the railroads. This done there will be no difficulty in adjusting 
local tariffs and preventing unjust discrimination. It is a rule gener¬ 
ally adopted by all railroads to properly adjust local tariffs to the 
through tariffs when the latter are reasonable and fairly remunerative. 
For example, the tariffs of the Pennsylvania Railroad are so arranged 
that no higher charge is made from any station east of Pittsburgh to 
Philadelphia than from Pittsburgh to Philadelphia, nor from any station 
this side of Chicago than from Chicago. That is a rule generally 
adopted by all roads. 

Senator Harris. Never to charge more for a short than for a lone- 
distance ? 

Mr. Fink. I do not say “ never,” because there are conditions under 
which this may be done without any injustice; but it is the general 
rule, in making tariffs, that whenever a proper through tariff' is estab¬ 
lished, under which the railroads can live, they regulate all the local 
charges so as not to cause any unjust discrimination between the through 
and local rates; but when the railroads get into a fight, as some of them 
are at present, and when they charge 10 or 12 cents a huudred on grain 
from Chicago to New York, less than the cost of transportation, not 
because such low rates are a commercial necessity, but simply because 
the companies cannot control the maintenance of reasonable rates on 
account of dissension among themselves, then the local rates cannot 
be graded down to suit those through rates, and unjust discrimination 
between local and through rates is the unavoidable result. 

The Chairman. You say the local rates cannot be graded down? 

Mr. Fink. They can be, of course; but the result would be that the 
roads would very soou have to stop running, because they would not 
make enough money to pay their operating expenses; and it is in this 
J wa J r tbat great difficulty arises, which has given just cause to much 
complaint, that in times of war between the railroads, when proper 
well-regulated tariffs are not maintained, the local interests suffer and 
unjust discrimination exists. The remedy, however, is not to put down 
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the local rates but to put up the through rates to a proper basis which 
would be just and reasonable both to the public and the railroads. 

The Chairman. Do you mean by the Government? 

Mr. Fink. That is the question. There can be no doubt that there 
must be some control exercised over the railroad tariffs that will prevent 
unjust discrimination. If the railroads cannot govern themselves, then 
I think it is proper that the Government should step in and give aid to 
the railroads. In that case the question would be whether the Gov¬ 
ernment can give any aid at all, and what that aid should be. That it 
would be better for the railroads if they could control themselves, with¬ 
out any Government interference, is evident. I will refer hereafter to 
the efforts which have been made and are being made by the railroad 
companies to do so. They have been only partially successful so far, 
but it is possible that in the course of time they may solve the question 
without the aid and assistance or interference of the Government. If 
there be a reasonable probability of this, and the sacrifices and injuries 
indicted in the mean time are not too great and will be patiently borne 
by the people, then it may be well to let them alone. It is a matter of 
judgment which is the best course to pursue, and your committee will, 
I hope, arrive at a proper conclusion upon this important question. 

MAXIMUM AND MINIMUM RATES. 

The Chairman. As to maximum and minimum rates being estab¬ 
lished by Congress, do you believe that can be done ? 

Mr. Fink. I think the plan of endeavoring to regulate railroad charges 
by the establishment of maximum rates is entirely impracticable. This 
is made clear not only by past experience, but simply by a knowledge 
of the nature of the case. To demonstrate this I will only mention this 
one fact: In the State of Tennessee, as Senator Harris will remember, 
there is a law that 7 cents per ton per mile shall be the maximum rate. 
Yet the railroads have never dreamed—or, I should say, have never' 
been able to charge that much. They could not possibly do it, as 
their charges are limited by other considerations than the law. At 
l)resent the average rate is, perhaps, not more than 1 cent per ton per 
mile, showing how perfectly useless the limitation to a maximum rate 
has become, if it ever was of any service. You cannot fix a maximum 
rate for a great number of roads without allowing a great deal of mar¬ 
gin to cover all possible contingencies. 

The Chairman. You have to make the maximum very high ? 

Mr. Fink. You have to make it very high, so as to cover all the various 
cases that may arise. There is a good deal of difference in the cost 
of transportation on a road that runs through a country which affords 
very little traffic and a road, like the New York Central, that run 
through a country which affords a great deal of traffic. For example, 
the trunk lines last year did not charge more than from seven-tenths 
to eight tenths cent a ton a mile. Some roads could not live on that, 
and 2 or 3 cents a ton a mile perhaps would not be an unreasonable 
charge to be made by them. Every road must be dealt with on its own 
merits. It would be utterly impossible to fix a maximum rate under 
which some of the roads could work, and that would act at the same 
time as a restriction upon the great majority of roads. 

The Chairman. If it would do no good to fix a maximum rate, do 
you think Congress ought to fix a minimum? 

Mr. Fink. That is a question that has been suggested by the present 
state of affairs, when some of the railroads are obliged to do business 
for less than cost. 
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I am not prepared to say whether it is practicable or possible to pass 
a law fixing minimum rates, although it would seem to be desirable. 
For illustration take the case of the Few York, AYest Shore and Buf¬ 
falo Railway Company. That company charges between Buffalo and 
Few York less than 1 cent a mile per passenger. It is a well-estab¬ 
lished fact that it is impossible to perform that service at that rate and 
pay operating expenses. That company is itself aware of this fact, as 
it shows a deficit of $200,000 in the last three months of the year 1884 
in meeting the mere cost of operation. The object of this measure in 
this case is to inflict losses upon the Few York Central Railroad that 
might induce that company to yield a certain portion of its traffic to the 
new competitor. In a fight of this nature between two competing roads, 
for the purpose of obtaining or retaining traffic, there are involved not 
only the two roads themselves, but a large part of the whole railroad 
system of the country. Such is the nature of the transportation busi¬ 
ness that the tariff established by one or two roads becomes the tariff 
of a large section of the couutry, and if that tariff'is purposely made so- 
as not to cover the cost of operation, a large number of roads, from the 
mere action of these two roads, may, if such strife is long continued, be 
involved in bankruptcy ; but, apart from the injury inflicted upon many 
innoceut parties who have no direct interest in the fight between two^ 
roads, it becomes impossible to observe just and reasonable tariffs, and! 
unjust discrimination between shippers and localities is the result. 
Here, then, is a casein point where it would be desirable if a law could 
be passed establishing minimum charges that would prevent such strife 
between railroad companies, carried on for mere private and selfish 
purposes, but in which the public interests are so seriously involved. 
It would be well if a remedy could be applied, but it is impossible to 
say what that remedy should be. Under the system under which the 
railroads of this country have been created, and under our present laws, 
each road has a right to establish its own tariffs, no matter how low 
they may be, and it has a right to protect itself agaiust the encroach¬ 
ments of competitors according to its own judgment, no matter what 
the result may be upon other roads or upon public interests. This is 
the fault of the system under which the railroads of this country are 
created and operated, and I suppose it is oue of the objects of your com¬ 
mittee to endeavor to suggest legislative remedies. 1 have, therefore, 
taken the liberty of calling your attention to a specific case, as any pro¬ 
posed legislation for the purpose of preventing unjust discrimination 
must cover just such cases as these ; they are the source of unjust dis¬ 
crimination, and in providing for such cases you will find the greatest 
difficulty. 

COST OF SERVICE. 

Senator Harris. In an act prohibiting a rail road from doing bn si ness 
for less than the cost of doing it, what would you hold to be the cost? 

Mr. Fink. That question I was going to touch upon, because the whole 
difficulty comes in there. In principle it would be well if such a law could 
be passed ; but when you attempt to determine the minimum cost it be¬ 
comes a very intricate question, as much so as to fix a maximum rate.. 
The cost of service is different on different roads; even on the same 
road the cost of certain services may greatly differ. If you were, for ex¬ 
ample, to fix the minimum cost for carrying passengers at 1£ cemts per 
mile, it would conflict with tariffs that are now established on suburban 
traffic when that special service may be performed for less. It would 
be almost impossible to establish a minimum rate covering all cases 
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based upon the cost of service; and perhaps it would be still more diffi¬ 
cult to determine what party should have the right to determine such 
minimum rate. 

Senator Harris. The point about which I wanted your opinion was 
particularly this : Do you regard the mere running expenses as consti¬ 
tuting the cost of doing the business, or do you include interest as well 
upon the capital invested in the construction of the road and the equip¬ 
ment ? 

Mr. Fink. I think it would be a great advance if you could pass a 
law that would restrict a road not to do business, intentionally for the 
purpose of destroying another road, for less than the mere operating 
expenses, to say nothing at all about interest on the capital invested. 

While it may seem desirable that a law should be passed fixing min¬ 
imum charges, I think, upon further reflection, it would be entirely im¬ 
practicable to do so. I, for one, do not recommend it. This is a similar 
case to a great many other cases where it seems desirable to correct cer¬ 
tain evils by legislation ; the principle on which the law is to be based 
is (dear and correct, but when we come to the practical application of 
those principles we meet with many complications and difficulties which 
it is impossible to overcome by legislative action. 

Senator Platt. Before you go further I would like to ask a question. 
You said that you thought the rate of 12 cents a hundred for grain from 
Ohicago to New York was less than the cost. What elemeut do you 
take into consideration in determining the cost of carrying grain? Of 
courfee there are a great many elements, but what are the main elements 
which enter into the cost when you make that statement? 

Mr. Fink. There are a great many elements entering into the cost of 
transportation. They may be subdivided in five main classes: 

First. The movement expenses—the actual cost of moving the freight 
or passengers, wages of train-men—conductors, brakemen, engineers, 
firemen; then car repairs, locomotive repairs, fuel, water, and wear of 
rails. These constitute the expenses incurred in the mere movement of 
the freight or passengers. 

Second. The statiou expenses—loading and unloading freight, depot 
accommodations for passengers and freight, clerks manifesting freight, 
ticket agents, &c. 

Third. Maintenance of road-bed, bridges, buildings, &c. 

Fourth. General expenses of administration. 

Fifth. Interest on investment. 

Now, when the question arises, What is the lowest cost at which a 
fully equipped and organized railroad can move a certaiu amount of 
freight ! the mere cost of moving and handling the freight has only to be 
considered, without charging to that particular service any part of such 
other expenses which may have to be incurred whether this additional 
freight is carried or not, nor charging it with any interest ou the invest¬ 
ment. This would be the lowest cost at which freight may be carried 
by a railroad without losing any money, simply reimbursing it for the 
mere outlay of moving and handling the freight. But of course a rail¬ 
road could not carry all its traffic at such a low rate, as that would not 
reimburse it for the general expense or for the maintenance of theroad- 
way, or allow it any interest on the investment, it may sometimes be 
advisable for a railroad company to take a certain class of business 
which cannot be moved except at the mere cost of moving the freight, 
Although it may make no money; it can take this business at less than 
the full cost, in order to foster thereby trade and industries that other¬ 
wise could not be carried ou; and in such cases they may rely for com- 
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pensation upon indirect advantages that may result from the building 
up of such trade and industries. 

I mention this to explain the great variation that may be made in rail¬ 
road charges for similar services according to the circumstances of the 
case. On one class of freights a railroad may have to be satisfied with 
a compensation that merely covers the cost of moving the freight, while 
on other classes it may be able, in fact is obliged, if the road is to be 
run at all, to make a charge that will not only reimburse the company 
for the movement expenses, but also for the general expenses and in¬ 
terest on the capital invested. 

The item of interest constitutes about 40 per cent, of the total average 
charges made by the railroad companies at this time; that is to say, of 
the charges the railroad companies now make to the public, 40 per cent, 
are applicable to the payment of the interest, which at the present time 
amounts to about 4 h per cent, on the bonds and stock representing 
the capital invested in the railroads. It may be estimated that upon 
an average of $1 earned by all the roads in the United States for a 
certain service, 40 cents are required to pay 4£ per cent, interest on 
the bonds and stock, 35 cents to pay the mere movement expenses 
above referred to, and, say, 25 cents to pay for the maintenance of the 
roadway and the general expenses of the organization. 

It appears, therefore, that railroad companies can vary their charges 
for similar services within very wide limits, according to the circum¬ 
stances of the case. It may sometimes be in the interest of the railroad 
companies, as well as in the interest of trade, to move freight at the mere 
cost of moving the same, without paying any part of the general ex¬ 
penses or the interest on the investment, and then, under more favor¬ 
able circumstances, a railroad may be able to charge not only the move¬ 
ment expenses, but the full proportion of the general expenses and in¬ 
terest. 

It is a matter of judgmeut and experience to make tariffs under which 
the commerce of the country can be fully developed and reasonable com¬ 
pensation secured to the carriers. This constitutes the profession of 
railroad traffic managers and is a work that never can be performed by 
legislative bodies. 

The foregoing aualysis of the elements of the cost of railroad trans¬ 
portation will also prove the fallacy of the popular doctrine of making 
railroad tariffs on a pro-rata basis. The expenses of a fully equipped 
road which vary with the work performed, as I have before shown, are 
the movement expenses; the general expenses and interest are fixed 
amounts which have to be incurred whether any work is done or not; 
so that really, if my estimate is correct (and I think it is nearly so, tak¬ 
ing an average of all roads in the country—of course it varies with dif¬ 
ferent roads), the charges which should be based upon the mileage 
constitute only 35 per cent, of the tbtal average charge. The remainder 
necessarily has to be assessed arbitrarily, in accordance with what the 
service is worth. It may be proper to haul freight between points where 
there is competition at a rate of 35 cents per 100 pounds, without making 
any assessment for general expenses or interest, and then again it may 
be proper to charge $1 per 100 pounds, making a full assessment for 
general expenses and interest. 

Senator Platt. Is there any rule for charging to any particular train 
of cars from Chicago to New York its proportion of the general expenses 
of the road f Would not that have to be an arbitrary matter rather! 

Mr. Fink. There can be no rule by which either the general expense 
of a road, or the interest, can be charged to any particular service. 
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While this might be desirable, yet the charges made by railroads are 
not based on the cost of the work, but are restricted and controlled 
by conditions not under their control. There is only this general rule, 
or principle rather, that guides railroad managers, namely: that under 
no circumstances should they carry freight for less than the movement 
expenses and the cost of handling the freight, but the general expenses, 
as well as the interest charges, should be assessed as it may be possible 
and fair, so that at the end of the year the average of all the charges 
made will reimburse the movement expenses, the general expenses, and 
the interest on the investment. 

Senator Harris. Could not a pretty accurate approximation be 
reached upon this basis: Say it takes 24 hours to run one of those trains 
from Chicago to New York, and say there are ten trains upon the road 
during that 24 hours that the road is being used. There are 365 times 
24 hours in the year. Then could you not approximate the probable 
amount or proportion of that general cost by taking one-tenth of that 
365th part of the general expenses ? 

Mr. Fink. Oh, yes ; that would be a proper way to do, and that rule 
is generally adopted, only it is simplified by making the assessment of 
general expenses in accordance with the number of train miles run over 
the road. For example, during a year a certain number of miles are 
run by the passenger and freight trains; the general expenses and in¬ 
terest are assessed between the passenger and freight traffic according 
to the number of miles run by each class of trains. This is an approx¬ 
imation, and I think it is as nearly a correct way of assessing the general 
expenses upon special services performed as can be arrived at. But 
while this knowledge of the cost of each service so assessed is desirable, 
it is of little practical use in regulating railroad charges or establish¬ 
ing railroad tariffs. The charges are regulated by other considerations 
than the cost of the work to the railroads. They are regulated by the 
value of the service to the parties for whom it is performed. If any ar¬ 
ticle of commerce is to be moved between two points, the difference in 
the market value at the two points, which is generally fixed by compe¬ 
tition, is all that can be charged for the movemeut of such article. If 
it were attempted to charge more the article could not be moved. For 
example, the price of grain is generally regulated in the Liverpool mar¬ 
ket, in competition with grain from East India and the Black Sea, and the 
railroads and ocean steamers must carry the grain betweeu the West 
and Liverpool for the difference betweeu the price which the farmer in 
the West demands, and on which he can make a reasonable profit, and 
the price at which it can be sold in Liverpool. Now, it may so happen, 
as it does happen, that the railroad companies cannot charge upon the 
grain the full cost of moving it and assess it with a proportion of the 
general expenses and interest, and iu this case they must carry it for 
less than the average total cost, including all expenses. It follows from 
this that on other classes of freight the railroad companies must assess 
a greater proportion of the general expenses and interest, when that is 
admissible, in order to compensate the carriers at the end of the year 
for all the work they have done. From this arises the necessity for 
classifying freight according to the transportation charges it can bear, 
making higher charges on some classes than the average cost and lower 
on others. It is in this way that the interests of the public are best 
served, the trade and resources of the country fully developed; aud 
for this reason pro-rata charges, based on weight and distance alone, 
are impossible. It is a very difficult and complicated work to establish 
proper transportation tariffs. It requires a great deal of knowledge 
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and special training, and even with this it cannot be expected that per¬ 
fection can be reached. 

Senator Platt. When you suggest that 12 cents a hundred on grain 
from Chicago is less thau the cost, what do you mean ? Is it less than 
it costs to haul a particular train of cars from Chicago to Hew York, or 
less than the cost counting all the expenses of the road % 

Mr. Fink. It is less than the actual cost of hauling the cars. The 
average cost on the roads between here and Chicago which are operated 
the cheapest is about 24 ceuts per 100 pounds, which includes the 
general expenses but does not allow anything for interest. Some 
classes of freight, such as grain, can be hauled for somewhat less than 
the average cost, because the average cost includes the more expensive 
local business; yet I do not think grain can be hauled for much less 
than about 20 cents, including general expenses ; and the mere cost of 
movement cannot be less than 15 cents. The cost of returning empty 
cars must be charged to this service. So the lowest actual cost is not 
reimbursed by a charge of 12 cents per 100 pounds. 

Senator Platt. Then it follows that they are losing money on the 
grain freight, and must necessarily recoup that loss from the other 
freight or from local freight? 

Mr. Fink. They must either recoup it or absolutely lose it. 

Senator Platt. I mean recoup it in order to live. 

Mr. Fink. I do not know how they can recoup it. If they had the 
power to recoup it they would. They have to reduce even their local 
charges on account of the lower through rates. This is an additional 
loss. 

EFFECT OF RAILROAD WARS. 

Senator Platt. That brings up the question, what remedy there is 
for such a condition of things. 

Mr. Fink. If these railroad wars, during which charges are made un¬ 
necessarily low, below the cost of the mere movement expenses, were 
only spasmodic and did not continue long, the railroads might be able 
to recoup themselves to some extent when the wars cease. But if con¬ 
tinued for a great length of time a very serious state of affairs will re¬ 
sult. The first step railroad companies take when they are actually 
losing money is to cut down the wages of employes. Then that is some¬ 
times followed—it has been in past experience—by riots and bloodshed. 
We may have to pass through the same experience again. Besides, 
during these war times, when there are no tariffs, unjust discrimination 
prevails and transportation charges are constantly fluctuating, thus 
creating great dissatisfaction among the shippers. The shippers do not 
want these extremely low rates. They would be better served with 
reasonable, steady, and even rates. Yet that is impossible when there 
is a state of war like the present. I do not wish to be misunderstood j 
I do not complain of low rates when the commercial necessities require 
low rates. At present, under any circumstances, rates would be low. 
I do not believe they could be made higher than 20 cents per 100 pounds 
on grain from Chicago to Hew York, which is the bare cost of moving 
grain, including the general expenses, but without any profit to the 
roads. Yet the roads carry grain for 12 cents and less, for which there 
is not the least necessity. This low rate does not at all have the effect 
of moving more grain j it simply results from the great difficulty in car¬ 
rying out agreements between so many railroads, which they are ready 
enough to make but not to keep. If you wish to prevent unjust dis- 
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crimination, you must stop rate wars by forcing the roads to adhere to 
their agreed tariff’s, if such tariffs are reasonable and proper. 

The Chairman. How long has this condition of affairs that you speak 
of existed among the trunk lines ? I suppose you refer to those ? 

Mr. Fink. Yes, to the roads east of the Mississippi River. It is about 
a year since the agreed tariffs on east-bound traffic have not been ob¬ 
served—I mean since each road has felt at liberty to make its own tar¬ 
iffs, regardless of the agreed tariffs—and this has been brought about 
principally by the opening of new routes, because they would not agree 
to any fixed tariff. 

The Chairman. Within the last year or two? 

Mr. Fink. Within the last year and a half, perhaps. But during this 
time there have been periods when tariffs were better maintained than 
at others. Now, the question is, what is the remedy ? 

Senator Platt. It would seem as though mutual self-interest would 
stop this state of things after a while. 

Mr. Fink. Yes, it would seem so; but unfortunately it does not. 
Mutual interest is not strong enough. There are too many conflicting 
interests, and they are stronger. Every railroad manager recognizes 
that the best plan is to agree upon a proper tariff and strictly adhere to 
it. Yet there are always some among a number of railroad managers— 
we have to deal with some forty or fifty roads in the territory mentioned— 
who disregard agreed tariff’s and resort to secret cutting of rates and 
paying rebates, in the hope that they can secure advantages over their 
competitors, although experience has sufficiently shown that these ad¬ 
vantages are only temporary, while their action finally results in rate 
wars, inflicting immeasurably greater losses than any temporary advan¬ 
tage that might possibly be gained. And when one company resorts 
to these practices all have to follow. Railroad tariffs are like houses 
built of cards ; if you remove one card, the whole house falls to pieces. 
The intricate relations of these tariffs one upon the other is like that. 
They cannot be tampered with. This is well understood, and yet it is 
constantly done and then results iu war. For example, when some road 
in Chicago cuts the grain rate but 1 cent, it is felt at Indianapolis. The 
Indianapolis roads must follow at once. So it is all over the country. 
Whenever there is the least deviation from the tariff anywhere, it has 
to be followed everywhere. This makes the maintenance of properly 
adjusted tariff rates so very difficult—almost unmanageable by the mere 
voluntary agreements of railroad companies. 

Senator Platt. Before you go to the question of what the remedy 
is, let me ask this : Who gets the benefit of this ? Does the farmer get 
the benefit of it on his farm ? 

Mr. Fink. It is very difficult to trace that. In most instances the 
middlemen and speculators get it. When there is a long-settled re¬ 
duction in rates, I suppose the farmer gets the advantage in a measure. 
When rates are reduced from Chicago to New York, the effect generally 
is that the parties who hold the grain in the West—the speculators an 
dealers in grain—get the advantage of the cut in the rate; but the 
farmer, if the reduced rates last long enough, gets some of the benefit. 
The holders of grain in the Eastern markets who paid the higher charges 
are of course the losers by sudden reductions. But of a great many 
other classes of freight it can be shown that these reductions do not 
benefit the consumer, but only benefit the middlemen. The transporta¬ 
tion charges are so small, compared with the cost of a great many articles, 
that the benefit of reductions does not reach the consumer, but is ab¬ 
sorbed by the middlemen. These reductions may amount to a great 
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deal in the aggregate to the merchants, but are so small when distrib¬ 
uted among so many consumers that they do not reach the consumer ; 
they only increase the profits of the middlemen. 

Senator Harris. About how long do these wars of cutting rates last ? 

Mr. Fink. Some rate wars last only a short time—a week or several 
weeks. A short time ago a war broke out between the northwestern 
roads which lasted only two or three weeks. It arose from some ques¬ 
tion that might have been settled as well without a war. Some rail¬ 
road wars have lasted a year and longer. They generally last until all 
the roads are exhausted, when finally they come to the conclusion that 
they can go on no longer. They hardly feel the pressure and necessity 
for settling their difficulties until their treasuries are empty. 

The Chairman. Not until they run out of money ? 

Mr. Fink. Then it strikes them that they ought to have had more 
sense, and then they come together again, more inclined to come to 
terms. Railroad rate wars arise from the dissension between so many 
independent competing roads as to the tariffs and the relative amount 
of traffic each road wants to secure. The wars do not settle any of 
these questions, but simply make the contestants more willing to treat 
with each other and settle their differences. This might as well be done, 
if reason prevail, first as last. 

OBJECT OF TRUNK-LINE ASSOCIATION. 

The Chairman. It has been your business, has it not, to try to pre¬ 
vent these wars"? 

Mr. Fink. Yes. 

The Chairman. And to fix the division of carrying and the division 
of profits, and all those matters, between the trunk lines ? 

Mr. Fink. Yes; that has been the object of the association called 
the Joint Executive Committee, of which I am the chairman, aud 
of other similar associations that have been formed in different parts 
of the country. These associations are formed by a number of compet¬ 
ing roads for the purpose of establishing proper tariffs and strictly 
maintaining them. The object of these associations is precisely the 
same as that which you desire to attain by Congressional legislation. 
The operations of these associations and their absolute necessity are not 
fully understood by the public. Neither is it fully understood that 
under no circumstances do these associations enable the railroads to 
make unreasonable charges, because, as I have explained before, rail¬ 
road tariffs are regulated entirely by other considerations than the mere 
will of the managers. There is no great difficulty in agreeing upon 
tariffs, although very complicated questions sometimes arise. For 
example, the question of the adjustment of rates from common points 
in the West to the seaboard has given rise to very exhaustive railroad 
wars, solely for the reason that no/agreement could be reached as to 
what should be the relative charges from points in the West to, say, 
Baltimore, Philadelphia, New York, and Boston. Finally that ques¬ 
tion was settled by arbitration, as it might have been settled at first. 
The joint executive committee has now been in existence for some seven 
years, and its object is to facilitate agreements between the railroad 
companies upon all questions which might lead to railroad wars, and to 
settle them by mutual agreement, or, failing agreement, by arbitration. 
A great many difficulties have been settled, aud railroad wars and un¬ 
just discriminations have been less frequent than before, while, at the 
same time, no unreasonable charges have been made. The history of 
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the association from its inception will fully sustain the correctness of 
this statement. Rules and regulations have been adopted in regard to 
the establishment of tariffs, which are recoguized as correct and just. 
The tariff question itself does not present any serious difficulty within 
the territory in which the roads represented on the joint executive com¬ 
mittee operate. From time to time new questions have arisen, but they 
have generally been settled by agreement. There is, therefore, no diffi¬ 
culty in arranging proper tariffs; the difficulty is in enforcing the same. 
The main rule that prevails in this section of the country for making 
tariffs is a very simple one, and it has been a satisfactory one. The 
rates between Chicago and New York, wdiich are generally determined 
by the competing water-routes, are taken as the basis of the tariff. 
When that is established, a table which has been prepared, based upon 
the relative distances of other points to points of destination of the 
freight, gives the corresponding rate from other cities in the territory 
east of the Mississippi River and north of the Ohio River. 

The Chairman. You mean all the stations along all the roads? 

Mr. Fink. I mean from all the important competitive points. 

The Chairman. Can you furnish that table to us? 

Mr. Fink. Yes, sir. Here is the percentage table agreed to. This 
is the result of the efforts of these competing roads during the last ten 
years to establish a proper tariff, to avoid unjust discrimination between 
the various localities in the West. The rates from the competing points 
to common points in the East, say New York, are in proportion to the 
distance from Chicago to New York. For example, Cairo, Ill., is 120 
per cent, of Chicago. It is 1,200 miles from New York, while Chicago 
is about 1,000, in round numbers. Whenever the rate from Chicago to 
New York has been established, the rate from Cairo to New York is 
20 per cent, higher. Take Indianapolis for another example; its dis¬ 
tance from New York is 93 per cent, of the distance from Chicago to 
New York. Whenever the rate is reduced from Chicago to New York 
from 25 cents to 20 cents per 100 pounds, the rate from Indianapolis is 
at once reduced to 93 per cent of the 20 cent rate, or 18£ cents. 

The Chairman. Recognizing the distance as that much less? 

Mr. Fink. The relative distance between points between which freight 
is to be carried is made the basis of the tariff—substantially so. There 
are sometimes a great many routes of different lengths between common 
points, and rates may sometimes be based upon the long, sometimes on 
the short, and sometimes on the average length of the several routes. 

The Chairman. While you are regulating freights on a road from 
here to Chicago, for instance, you begin at Chicago to charge so much 
from there to New York or from New York to Chicago; and you do the 
same thing as to every other point where there is another road that 
comes this way ? You let each one of the roads cut and carve at every 
station where there are not two roads, do you ? 

Mr. Fink. No; there are certain rules upon which tariffs are made 
from local points After a rate has been established from a competing 
point, say from Indianapolis, it being 93 per cent, of Chicago, then the 
rate from a point beyond Indianapolis (it* it is not a competing point, 
but a local point on any one of the various roads that run to Indian¬ 
apolis) is added to the through rate. The local rate, which is generally 
for short distances, can only be charged to the point where the freight 
reaches the first competing point. The roads can never do more than 
that. And here I would call your attention to this fact: that high 
local rates can only be made for short distances. For example, I sup¬ 
pose in Illinois there is no place more than 10 or HO miles from some 
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competing railway station. In such a case the local rates could only 
be made high for 20 miles. As soon as the freight strikes a competing 
poiut, and it is intended to go beyond that point, it gets the advantage 
of whatever low rates may exist from that point. The local shipper 
has the full advantage of competing rates. 

The Chairman. Why do you not make the tariffs as though there 
were no competing points ? In other words, if you charge so much from 
Chicago to New York, and there is a station 10 miles this side which is 
not a competing point at all, why do you not say that the charge from 
that point to New York shall be so much less, and control that charge 
as well. 

Mr. Fink. It is a rule that this freight should not pay more than 
from Chicago, but you can understand that it may cost more to take 
freight from a point 10 miles east of Chicago than from Chicago. But, 
nevertheless, the roads generally follow the rule not to charge more. 

The Chairman. That is, the rule of the pool, as you may call it ? 

Mr. Fink. That is, the rule of each of the several roads; although it 
can be shown that it may cost more to pick up business at local stations 
and haul it for short distances than it costs to take it from points where 
there is a great concentration of traffic and haul it for longer distances. 
I have already explained that distance is not the only element in the 
cost of transportation; and while there are some very good reasons why 
the railroads should charge more, yet they generally have found it to 
their interest not to do so except where it is absolutely necessary for 
their existence. It is impossible to explain to a local shipper why they 
should be charged more for the shorter haul than for the longer haul. 
It can be very easily shown that it is perfectly right to do so. But 
you cannot make the local shippers understand it; and in order to 
avoid the friction I think the roads generally give up that point and 
avoid charging more for short hauls on their local traffic than for lono- 
hauls. & 

Senator Platt. But they keep charging the same rate as they come 
on nearer to New l r ork. 

Mr. Fink. Notexactly. They may keep the rate proportionately higher; 
that is, they do not grade it down exactly according to distance. Pitts¬ 
burgh is a competing point, and its charges are fixed on the pro rata 
system again. As you leave Chicago the local rates have to be graded 
down until they meet the Pittsburgh rate. They cannot keep up the 
Chicago rates all the way to Pittsburgh. They shade the rates down 
gradually. 

Senator Harris. When you reach a competing point you pro rate ? 

Mr. Fink. The rates from competing points are regulated by the per¬ 
centage table, by the distances. It costs no more to ship by rail per 
mile of road from Indianapolis than it costs from Chicago. This is the 
effect of legitimate competition, which I think is not appreciated and 
understood by gentlemen who are not familiar with the making of tar¬ 
iffs, anc\ who think that the railroads could shield themselves from this 
legitimate competition by pooling. The laws of competition in making 
tariffs have unrestricted sway, pool or no pool, and are the surest safe¬ 
guards against extortionate rates. Take Indianapolis, for example 
which is an inland town, and has no canal or water-route anywhere near 
it. Yet the Indianapolis railroads, on account of competition with the 
Chicago roads and with the lake and canal, have to do the work from 
Indianapolis for the same compensation per ton per mile that the Chi¬ 
cago roads have to do it, although the Chicago roads are right on the 
lake and have directly to compete with the lake and with the canal. 
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The Chairman. Why is that ? Is it because of the competition with 
the Chicago roads f 

Mr. Fink. Because of the competition with the Chicago roads. For 
example, if the Indianapolis roads would hold their rate higher per 
mile, then the tendency would be for all the grain to avoid Indianapolis 
and to go to Chicago. 

The Chairman. Starting from there? 

Mr. Fink. It would go from all points that could reach Chicago as 
well as Indianapolis. The grain would go where it could get the lowest 
transportation. If the Indianapolis roads kept the rate too high, the 
roads that ran from Indianapolis to Chicago would at once go into the 
business and carry all the freight to Chicago, and let the Chicago roads 
carry it east. So it is the competition between these various roads that 
regulates the rates from Indianapolis and keeps them down to the lowest 
rates made from Chicago per mile of haul, although it does not ap¬ 
pear on the surface, to the casual observer, that there is any compe¬ 
tition at all after there is an agreement by competing roads upon a 
fixed tariff and a pool has been made. The competition is recognized 
before the tariff' is established. The tariff is practically a competitive 
tariff; the pool is merely for the purpose of maintaining the competitive 
tariff. It is a popular idea that competition is destroyed by a pool. 
This is a fallacy. 

Senator Platt. What determines the fact that a given place is a 
competing point ? 

Mr. Fink. Any place that has more than one road that can carry 
traffic to the same points. If a country is cut up like it is in Indiana and 
Ohio with so many roads, every station becomes a competing point, al¬ 
though it may have only one road. A great many farmers are so located 
between two roads that they can haul their products as cheaply to one 
road as the other, so that roads, although they do not come together 
at any point, may become competing roads. In States where there are 
so many roads it is almost impossible to maintain any tariff, on account 
of so much competition. That is one of our difficulties. 

The Chairman. Do you think the action of the road on this state of 
facts is right t For instance, I know a case near my own town where 
a farmer had two farms, one on a road connecting with the Baltimore 
and Ohio road and another on a branch of the Central road, each about 
25 miles from Springfield, where I live. The farmer had a lot of corn 
on each farm and he wanted to sell it about the time it was put up to 
41 or 42 cents. An agent came along and said to him, “ I will give 
you 41 cents for the corn out here on the Central road, because/’ he 
said “ I can ship it down to Springfield and ship it over the Ohio road 
to Baltimore or somewhere east.” The farmer sold him that corn. Then 
the farmer said, “ I have got some corn down here about 25 miles off' 
on the Baltimore and Ohio road that is much nearer to Baltimore than 
is Springfield, and I would like to sell you that.” The agent said, “ I 
cannot buy that and give you over 35 cents.” The farmer would not 
sell it at that price. Now, this farmer asked one of the directors of the 
Baltimore and Ohio road why that was ? He said, “ Why, they could 
make arrangements with the branch of the Illinois Central to bring 
your corn down to Springfield and take it on their road, which would 
be so much gain, but the corn down on our road is our meat anyhow.” 

Mr. Fink. That is certainly a case of unjust discrimination, and I am 
glad you mentioned it, as it shows exactly the cause of unjust discrimi¬ 
nation and the way it should be remedied. Springfield being a compet¬ 
ing point, the Baltimore and Ohio Railroad; no doubt, reduced the es- 
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tablished and agreed rate at that point in order to take this business 
away from some other road. That is what is called competition, and 
it is this sort of competition which creates unjust discrimination. The 
remedy is, after a proper tariff has been established and agreed upon 
between competing roads at Springfield these roads should be made to 
adhere to it strictly. If that had been done in this case your friend 
would have had no cause for complaint. As long as you let roads fight 
each other you cannot expect to maintain uniform and properly adjusted 
tariffs, and you will have to submit to unjust discriminations. There is 
no other alternative. 

Senator Platt. When was that table prepared ? 

Mr. Fink. The last revision of this table was made June 1,1883. It 
is revised from time to time as new places are added to it. 

Senator Platt. Since it has been established, during what portion 
of the time has it been practically and substantially maintained ? 

Mr. Fink. I may say that during no time have the established tariffs 
been absolutely maintained. There are always more or less concessions 
in rates made to individual shippers, but the relative rates from differ¬ 
ent localities, as established by the table, have been substantially ob¬ 
served. Deviations from it are only caused by concessions to individ¬ 
ual shippers. 

The Chairman. Is that tariff system that you speak of the result of 
this organization here of which you are the head ? 

Mr. Fink. No ; the general rules of making tariffs on this basis were 
already in force before the organization existed, although changes have 
been made from time to time. The organization has for its main object 
to establish tariffs and to enforce the same. 

The Chairman. That was one of the objects of the pooling system ? 

Mr. Fink. Yes; to enforce established and agreed tariffs. 

The Chairman. But you have not succeeded ? 

Mr. Fink. There has been no absolute success, and it is not likely 
that there ever will be so long as these associations are only voluntary 
and it is not obligatory to carry out the rules of the associations; but 
a great deal of good has already been accomplished even by these vol¬ 
untary associations. The Southern Railway and Steamship Associa¬ 
tion, for example, has been in existence for ten years, and has fully ac¬ 
complished the object for which it was created. It was the first com¬ 
plete organization of this kind. Other associations in the West have 
been successfully carried on for a number of years, but they embrace 
fewer roads than are embraced in the joint executive committee, and 
the territory in which they operate is more limited and more strictly 
defined. The difficulty of establishing and maintaining tariffs increases 
with the number of companies between whom the agreements have to 
be made. There are forty or fifty roads, members of the joint executive 
committee, operated east of the Mississippi and north of the Ohio Rivers 
any one of which can disarrange the best constructed tariff'. Absolute 
success in maintaining tariffs by voluntary agreements between so 
many roads, under such complicated conditions, can hardly be expected 
although there have been periods since the establishment of the joint 
executive committee when there has been a nearer approach to the strict 
maintenance of established tariffs, and for a longer continuous period 
than there ever were before its formation. The operations of the joint 
executive committee commenced in June, 1879. Tariffs were fairlv 
maintained from that time until June, 1881, during an unprecedented 
period of two years. Then there came an interruption—a rate war— 
until February, 1882, after which the work went on successfully until 
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the early part of 1884. Since that time there has been more or less 
friction, brought about, principally, by the opening of new roads. 
Looking over the past experience, I consider that great progress has 
been made by the railroad companies during the last ten years in deal¬ 
ing with this difficult and extremely complicated problem. They may 
be able to finally work it out without any aid from the Government. 
I can only say that if the Government desires to take any action at all 
it can only be taken in the direction indicated by the efforts of the rail¬ 
road companies themselves; that is, by legalizing the associations 
formed by them for the purpose of establishing and maintaining proper 
tariffs. 

Senator Harris. Down to this time tariffs have been made by the 
various transportation companies ? 

Mr. Fink. Yes; that is the practice with transportation companies 
all over the world. 

Senator Harris. If tariffs are to be made, the common carrier is in¬ 
terested in them upon the one side and the general public is interested 
in them upon the other side. If they are to be legalized should not 
both elements be represented in the making of them ? 

Mr. Fink. I think so; yes. There should be supervision, to see that 
tariffs are proper, reasonable, and just. The Government should not 
legalize an organization that would make unjust or unreasonable tariffs. 

Senator Harris. How would you suggest that the general public 
should be represented in the making of a tariff which, when made, is to 
be legalized and enforced f 

Mr. Fink. The general public is already fully represented and con¬ 
sulted in making tariffs. This is not generally understood by the pub¬ 
lic, who think that tariffs are' arbitrarily made by railroad companies. 
This is not the case. The railroad officers are in constant contact with 
the public, through thousands of agencies, and they fully understand 
the views of almost every shipper, and endeavor to meet those views as 
far as possible. When a tariff is published, and it is not satisfactory to 
any shipper, complaint and application for changes are made at once, 
and such applications are fully and fairly considered and correction 
made if necessary. That is the practical way in which tariffs are made 
by railroad companies. They are built up by degrees with the help of 
the public, in this way, and, as a rule, the tariffs are satisfactory to the 
shippers. There can be no better way of making tariffs. Government 
officers iu Washington who have no intercourse with the public, as the 
railroad companies have through their agencies, cannot be expected to 
establish tariff s for 125,000 miles of road. Supposing that there is a sta¬ 
tion for every 6 miles of roads there would be about 20,000 stations. If a 
tariff was to be made from each one of these 20,000 stations to the other 
19,999 stations, what a work this would be ? Of course, I do not wish 
to intimate that each station in the country would have business con¬ 
nection with every other station ; but merely wish to give a general 
idea of how complicated a task it would be for the Government to es¬ 
tablish tariffs for the railroad system of this country. The officers of 
the railroad companies are in the best position to make tariffs. It is 
their life study. It is a profession, the same as that of a lawyer or of a 
statesman. It requires the experience of years and a thorough knowl¬ 
edge of a great many facts, and a knowledge of all the local conditions 
on each road bearing on the subject that can only be obtained by prac¬ 
tical experience iu contact with the shippers. Moreover, these officers 
are mere agents j they are really disinterested parties, as much as Gov- 
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eminent officers ; they act as umpire between the public and railroad 
companies. They have no selfish motive in being unjust to the public. 

These are some of the reasons why I advocate that the making of 
tariffs should remain, as heretofore, in the hands of the railroad com¬ 
panies, and that the Government should not interfere with it. But, in 
case the Government is called upon to legalize and enforce tariffs, there 
can be no objection to having competent authority appointed by the 
Government to pass judgment upon the justice and reasonableness 
of the tariffs to be legalized. If there be any reasonable objections 
raised, then there is no doubt in my mind that the proper modifications 
could be arranged. 

Senator Harris. Conceding the superior intelligence and expert 
knowledge, if I may use that term, of the general subject, to the rail¬ 
road men, if the railroad men alone are to make these tariffs, then the 
general public, which is interested in antagonism to the interests of the 
railroad men, because they are conflicting interests- 

Mr. Fink. Absolutely conflicting. One party wants to get the work 
done for the least money, and the other wants to get the most for it. 

Senator Harris. Then the general public are not heard in respect to 
the tariff, except by the expression of public opinion after the tariff has 
been made, and railroad people respect those expressions of public 
sentiment only so far as they choose. Is not that so? 

Mr. Fink. No; so far as they are proper and just 

Senator Harris. But the party in interest on one side makes himself 
a judge. 

Mr. Fink. Should the party who renders the services not finally be 
the judge? He furnishes the means and takes the risk. He ought to 
be allowed to control his own property. The party to whom the service 
is rendered should of course be heard and consulted, but should not be 
allowed to make the final decision. The final decision in regard to 
tariffs should be with the parties who render the service, subject, of 
course, to the laws of the country, which provide that tariffs shall be 
reasonable. If it can be proved that tariffs are extortionate and un¬ 
reasonable redress can be had under the law. The power to make 
tariffs should not be given to the public nor to the representatives of 
the public. The public is the purchaser aud the railroad company is 
the seller. The final decision, however, should be a matter of bargain 
between the two parties, as it is in all other commercial transactions 
between purchaser and seller, and this practically is the case in regard 
to railroad tariffs, although it does not appear so on the surface to par¬ 
ties who have no practical experience in the matter. The fact is that 
shippers are constantly bargaining with the railroads. Considering the 
reductions that have been made in the tariffs during the last ten years, 
it must be admitted that the shippers have had the best of the bargain. 
Those who are not brought in direct contact with shippers and railroad 
companies, those who only kuow that the railroads establish fixed tariffs 
and attempt to adhere to them, do not understand that those fixed 
tariffs are practically the result of bargains with the shippers, and that 
all the legitimate elements of competition have been considered and 
have had their influence upon them; but because they are fixed and the 
railroad companies refuse to make a separate bargain with every shipper, 
as they ought to refuse or ought to be compelled by law to refuse, that 
gives the result the appearance of arbitrary action. The general public, 
not familiar with the practical operation, are apt to look upon trans¬ 
portation companies as monopolies. There is no business in the world 
that is so thoroughly regulated by competition as the transportation 
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business, not only by competition between the roads, but by the com¬ 
petition in every trade. The railroad companies are in this difficult 
position before the country. When they adhere to fixed tariffs and 
refuse to make concessions to please each shipper they are called 
monopolies, and when they make these concessions they are to be 
prosecuted for unjust discrimination. Of course, the proper way is to 
strictly maintain well-regulated and reasonable tariffs; but, whatever 
they do, fault is found. 

Senator Harris. The exact point of my question is this: Whether, 
in your opinion, any method can be devised by which both interests can 
be represented in the making of tariffs which shall be fair alike to the 
common carrier and to the general public ? 

Mr. Fink. That is the point I am reaching. I have endeavored to 
explain the practical methods employed in making tariffs, to show 
that the public are already represented, although it does not appear so 
from merely superficial observation. The shippers are at present more 
efficiently represented than they could be through the medium of the 
Government. They are in direct contact with every railroad company 
through their numerous agencies. There is every disposition on the 
part of railroad managers to meet every reasonable claim of the shippers 
and to do everything to foster trade and commerce, because it is to their 
interest to do so. I speak from my own experience and extensive ob¬ 
servation. I do not maintain that there are not just causes for com¬ 
plaints. Can it be expected to establish tariffs for 125,000 miles of rail¬ 
road satisfactorily to every shipper, considering that the interests of 
these shippers are so conflicting that what is satisfactory to one is nec¬ 
essarily the reverse to others. All cannot be pleased. But you must 
look over the whole field, and you will find practical proof that my as¬ 
sertion is well founded. Only look upou the immense development of 
the commerce of this country through the railroad system. It cannot 
be maintained that such results could have been obtained if tariffs were 
unreasonable, oppressive, and extortionate. For further evidence I sug¬ 
gest that yon examine, in detail, the present tariff or the tariffs of past 
years. I will submit them to you. You will find no fault with these 
tariffs. They have been, upou the whole, satisfactory to the public. I 
do not think they could be improved by Government control, because 
they are controlled by so many other considerations, over which neither 
the railroads nor the Government have any control. These tariffs have 
practically built themselves up in accordance with the natural laws of 
trade and commerce. No statute laws can regulate them, and it would 
not seem to me to be right to vest the authority in any Government to 
absolutely control transportation tariffs at its discretion. The difficul¬ 
ties from which spring the evils of the transportation business do not 
arise so much from the absence of well-adjusted tariffs, but from the 
fact that those tariffs are not strictly enforced and maintained. 

FEATURES OF CONGRESSIONAL LEGISLATION. 

The Chairman. You say that you cannot hold these railroads to any 
particular tariff ? 

Mr. Fink. Yes; that is the great difficulty. 

The Chairman. And with all the pools and all the appliances and 
all the information that can be brought to bear without a law, you can¬ 
not prevent these troubles. Now, the thing I want to get your views 
upon is, what specific kind of legislation is necessary by Congress in 
order to cure the evils that you admit yourself exist. 
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Mr. Fink. To suggest the specific legislation by Congress required 
to cure existing evils of railroad management makes it necessary to 
* again call your attention to the specific causes of those evils. I do not 
think there is any necessity for passing laws to prevent extortionate 
charges by railroad companies. If any extortionate charges are made 
by any one railroad company, the laws of the country are quite suffi¬ 
cient to protect the public. The great evil of the present system of 
railroad management is unjust discrimination, and that may result from 
two causes requiring separate measures for its remedy. A single rail¬ 
road company may make charges that are unjust, and if that be the 
case there should be no difficulty, under present laws, in punishing the 
offender. There is, however, great room for improvement in the admin¬ 
istration of the law, in its prompt and efficient execution. The only 
objection I have ever heard why the common law is not sufficient to 
protect the public is not an objection to the law, but is an objection to 
the administration of the law. In many cases where small amounts are 
involved which do not justify legal proceedings against the company, 
the aggrieved parties are prevented from prosecuting their claims. 
Now, if it is recognized, as I believe it generally is, that the difficulty 
lies in the administration of the law, the remedy is to improve that ad¬ 
ministration. The only remedy I can suggest, looking to a prompt and 
efficient execution of the common law, is the establishment of special 
courts, of which at least one judge should be an expert in the trans¬ 
portation business, to establish courts for the trial of land transporta¬ 
tion cases in the same manner as there are now special courts for the 
trial of admiralty cases. The establishment of such courts would, of 
course, require some time; but if they are once established, I am sure 
that in the course of time a code of laws would be developed under 
which all such transportation cases could be promptly adjudicated. I 
think the establishment of such courts is a necessity, of the times, aris¬ 
ing from the great interests involved. Ordinary courts are not properly 
constituted for that purpose, and the time required for the adjudication 
of claims is so long and the expenses so great as to defeat the very 
object for which proceedings are instituted. 

In order to further aid the public in obtaining redress for any wrong¬ 
ful act committed by transportation companies, the State might, under 
restrictions whi *,h would prevent abuse, assume to defray the expenses 
of suits brought against common carriers for the violation of the com¬ 
mon law. There may be great objections to this, and I have no doubt 
there are; but I merely desire to point out that it is in the improvement 
of the administration of the law, and not in the law itself, that you must 
look for the proper remedy. I am quite sure, however, that you would 
only have to deal with a very few cases of unjust discrimination which 
are traceable to the willful wrong-doing of individual railroad compa¬ 
nies. The great majority of cases are the direct result of the uncontrolled 
action of a great many railroad companies, for which any oue road can¬ 
not be held responsible. They arise from the fact that there have, been 
created in this country under the laws of the several States some fifteen 
hundred independent railroad companies, each one having the legal 
right to establish such tariffs as it may see fit; and under such circum¬ 
stances it must not be expected that tariffs constructed independently 
by so many companies should not be conflicting and unjust, considered 
as a whole. 

Properly adjusted railroad tariffs have to be established as a unit 
over all or a great many of the railroads in the United States, and this 
can only be done jointly by the railroad companies or absolutely by the 
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Government. I have already given my reasons why the Government 
cannot or ought not to establish these tariffs. So the only legislation, 
if any is to be had that can be effective, is to secure the establishment 
of tariffs by the joint action of the roads interested, so far as the tariffs 
of these roads are interdependent. The question is how to secure such 
joint action. This, of course, is more a question of administration than 
of legislation; and the Government can do nothing more, if anything, 
than to secure a proper administration. Now, looking upon the situa¬ 
tion as it has been developed in the course of time, we tind that the 
necessities of the case have compelled railroad companies, not only in 
this country but all over the world, to associate for the purpose of 
establishing and enforcing proper and just tariff's, the very object you 
have in view to secure by legislation. Now, if this is the proper thing 
to do, and if it is in the public interest that it should be done, as I be¬ 
lieve it is, then what better plan can be adopted as a remedy for exist¬ 
ing evils than that the Government should make use of these associa¬ 
tions and make them more effective. The defect and weakness of these 
associations is their voluntary character. All roads are not obliged to 
become members of such associations, and even those that are members 
cannot be forced to adhere to their rules or to the decisions of impartial 
arbitration. Now, let the Government remove this defect. The prin¬ 
ciple upon which these associations are formed is correct and ex¬ 
tremely simple. They are formed for the purpose of facilitating negotia¬ 
tions and agreements that must, necessarily, be made in regard to tariffs, 
and in case of disagreement to submit the question at issue to arbi¬ 
tration, and thus avoid dissension and warfare. I can only suggest, 
as the proper and only remedy for existing evils, that these organiza¬ 
tions should be made obligatory upon all roads, and that the rules and 
regulations established by them under an agreed or prescribed method 
of procedure should be legally enforced. This is the only thing that 
can be done, if anything is to be done at all. Upon this latter point I 
am not quite sure. It may be possible that the railroad companies will 
finally succeed in doing that which they agree to do, and which they 
consider necessary and proper to do, without Government aid. The 
plan suggested may seem a roundabout way to secure the objects sought 
to be attained by legislation; but I think it is the shortest w ay to the 
end. 

The Chairman. Suppose the roads do not organize—can you make 
a dozen railroads come together and organize for any such purpose? 

Mr. Fink. The roads come together now, without any force, except 
the force of necessity. That force will always bring them together, 
must bring them together. They recognize that it is the proper way to 
do, that it is to their own interest and to the public interest. But we 
must also recognize that human nature is not perfect. Some force must 
necessarily be applied to hold society together and to protect those w 7 ho 
are honest against the action of those who want to take advantage of 
the good faith of others. The more complicated the object of these 
associations, the greater the number of members, the more difficult it is 
to hold them together by the mere force of intellect and honesty of in¬ 
dividual members. But 1 do not recommend, at present, any compul¬ 
sory measures for forcing the railroads to become members of such as¬ 
sociations. It may be possible that by degrees they may learn to gov¬ 
ern themselves. The only measure that I w 7 ould recommend at present 
is that when associations of railroad companies are formed for the 
proper and legitimate purpose of establishing and maintaining reasona¬ 
ble tariffs, they should be legally forced to conform to those tariffs and 
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to the rales of the association. This would be a step in the right di¬ 
rection. It would not at once settle all the difficulties; but it would 
be a great improvement and a help to the railroad companies to prop¬ 
erly govern themselves. If any competing road should staud out and 
not agree upon a joint tariff, the associated roads would, of course, have 
to meet the tariff made by that one road, as they do now ; but they 
would act as a unit, and not fight each other. 

The Chairman. Would you or not by law say unequivocally that 
every railroad should publish a tariff of rates? 

Mr. Fink. It is not always possible for the railroads to publish tariffs 
upon all their traffic, but they can do so upon the large bulk of it, es¬ 
pecially upon the great interstate traffic. They are actually doing this 
to-day, and they can continue to do so. But there are some cases, for 
example, when railroads directly compete with water transportation 
lines, where it would not be just to compel them to publish their tariffs 
unless the competing water line is compelled also to do so. This is 
hardly practicable, orif practicable, might not be desirable. Therefore, 
a certain discretion must be exercised, and it would not be just to pass 
a law unequivocally to publish their tariffs. The experience and prac¬ 
tice of the past would, however, form a guide showing where it is prac¬ 
ticable and where it is not. I think this question would regulate itself 
by the competition between the railroads. For example, the existing 
organizations publish taritis covering a very large part of the inter¬ 
state traffic, and they would have to continue to do so. It is one of the 
difficulties of this problem that you cannot establish a fixed law cov¬ 
ering the whole ground; you unfortunately meet with so many excep¬ 
tional cases in which a general law would work mischief. 

The Chairman. An act of Congress could not very well say “ You 
must publish your tariff in agreement with other roads,” could it ? 

Mr. Fink. I am inclined to think that if the Government should find 
it necessary for the public good it could require all roads whose tariffs 
are interdependent to establish joint tariffs. It would not force any road 
to make any particular tariff. The road that desires to make the lowest 
tariff would, of course, regulate the other roads, as is practically the 
case now. 

The Chairman. But Congress could say that every road should pub¬ 
lish its tariff of freight and passenger charges? 

Mr. Fink. Yes; I think as a general*rule, and if such a law was 
passed it would indirectly force the roads to agree upon tariffs. 

Senator Harris. That tariff, when made and published- 

Mr. Fink. And approved by the Government- 

Senator Harris. When made and approved by such tribunal as the 
Government may create for that purpose shall be an official tariff? 

Mr. Fink. Yes, sir. 

Senator Harris. It shall then be a legal tariff? 

Mr. Fink. Yes, sir. 

Senator Harris. Uutil modified ? Now, what notice of the modifica¬ 
tion would you require before it shall take effect ? 

Mr. Fink. We have established a rule that ten days’ previous notice 
of an advance in the tariff should be given, but no previous notice is 
given of a reduction. Keductions are made at once when decided upon. 

Senator Harris. Should not the notice be given in both cases ? 

Mr. Fink. No ; this would not work well. If notice of a reduction 
were given to take effect in ten days, we would hardly have any ship¬ 
ments for those ten days. Shippers would wait uutil the ten days had 
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passed to get the advantage of the low rate. It would disarrange busi¬ 
ness. It works better to give immediate notice. 

Senator Harris. Would not this be possible, however improbable it 
might seem ? The railroad company decides that it will ten days hence 
diminish the tariff* rates on a given class of freights; for instance, grain. 
If that information was secretly given to a capitalist here, would not 
that action open the door to an immense amount of speculation % 

Mr. Fink. That would be a reason why notice of reductions should 
be made at once when agreed upon, without previous notice. 

Senator Harris. Still, you have decided that you will reduce the 
tariff ? 

Mr. Fink. Yes, sir; but we reduce as soon as we reach the decision. 
Senator Harris. But suppose that you have resolved to-day in your 
mind that you will on the first day of next month reduce your rates, 

and you give to me in confidence that information privately- 

Mr. Fink. This cannot be done if we give public notice of the reduc¬ 
tion as soon as it is decided upon. This rule is rather unjust to the 
railroads, because whenever there is an advance we give the shipper 
ten days’ notice, so that he can make all the shipments he may have 
engaged at the lower rate. We allow r ten days simply for the purpose 
of enabling him to fulfill any contracts he has made at lower rates. But 
when we give notice the other way, and he has made contracts at a 
higher rate, we release him from the obligation to ship at the higher 
rates. I think our practice is entirely on the liberal side towards the 
shipper. 

The great difficulty that we experience in establishing and maintaining 
tariffs is to get all the competing railroads to act together. There are 
alwaysone or more that labor under the mistaken idea that they could 
stand outside and take advantage of the roads in the association that 
bind themselves to publish and maintain tariffs. It is a most short¬ 
sighted policy, as it always results in a war of rates, and unremunera- 
tive rates for all. Unfortunately, there are some short-sighted railroad 
managers that will repeat and repeat the same short-sighted policy, and 
they are mostly responsible for all the mischief thatfollows. They cause 
losses to railroad companies of millions andmillious of dollars, and pre¬ 
vent proper adjustment of tariffs. I would be glad if you could pass 
a law to get rid of them; but I suppose you cannot, and we may have 
to await the time when this blass of short-sighted officials will be dis- 
placed by a new generation that has been educated to conduct the rail¬ 
road business on broader and higher principles. I sometimes despair 
that weevercan accomplish anything by voluntary agreement, although 
this would be the proper way to do. If we cannot, and the Government 
cannot step in and make those necessary tariff agreements binding in 
the same way as it enforces all other legitimate contracts, then I do not 
know what is to become of the railroads of this country. I am just as 
anxious to formulate a law that would reach the evil as you are ; but at 
the same time I cannot see my way clear to any law that would be ef¬ 
fective and operate justly to all interests. I can see my way clear this 
far: that when railroad companies do come together arid publish a tar¬ 
iff, they ought to be made to adhere to it; but the question is how to 
get them together if one or the other wishes to stay out. I do not ex¬ 
actly know how that can be done, but 1 would recommend that if any 
legislation is to be had at all this experiment should be tried of forcing 
roads to publish and maintain tariffs 

The Chairman. Then suppose your organization were retained, and 
there were a Government commission whose duty it should be to super- 
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vise the rates agreed upon and published by the railroads, what prac¬ 
tical difference would it make whether one road came into the organiza¬ 
tion or not, if we had no power to force the roads that stayed outside to 
carry at the same rates charged by those that were in the organization? 

Mr. Fink. The roads in the association would have to make their rates 
to conform to those of the roads outside if their rates were lower. This 
we <lo now, but the difficulty now is that the associated roads publish 
their tariff and desire to adhere to it, while roads outside of the associ¬ 
ation do not have to publish their tariffs and are under no obligations 
to adhere to any tariff, but make secret arrangements with shippers. 
This is the disturbing element that makes the maintenance of proper 
tariffs impossible. Now, if that outside road were also obliged to pub¬ 
lish its tariff and to adhere to it under the Government law, as the as¬ 
sociated roads would be, then it would have no advantages, and this 
would induce it to join the other roads and agree upon tariff, so that a 
law requiring all roads to publish tariffs might have the desired effect 
of bringing about an agreement between all the roads, and thus secure 
the maintenance of tariffs. I am. therefore, in favor of forcing railroads 
that hold themselves out as public interstate carriers to publish and 
strictly maintain their tariffs At the same time 1 see a great many 
difficulties in the way of enforcing such a general law. Congress has 
no control over the tariffs of roads that are exclusively located in one 
State. I will refer for illustration to the effect of such a law upon the' 
relations between the New York Central and Erie Railroads. The 
former is located in one State and not subject to Congressional law, 
while the latter passes through several States and is subject to Con¬ 
gressional legislation. We will suppose a tariff was agreed upon be¬ 
tween New York and Chicago, and published as the official tariff of all 
roads. The New York Central could readily evade the law by making 
a lower rate between New York and Buffalo by which the established 
and published through rate could be reduced without violating the law 
of Congress, and it could take all the business away from the Erie Rail¬ 
road, which is obliged to adhere to the published tariff. The difficulty 
is that you cannot control the tariff on the railroads that are located in 
one State. And yet these roads are poteut factors iu the establishment 
of proper tariffs on interstate traffic. 

Senator Harris. If Federal jurisdiction can absolutely control the 
matter of transportation beginning in one State aud ending in another 
without claiming absolute jurisdiction over the roads purely within a 
State, but having jurisdiction over the commerce that passes from one 
State to another, no matter how many States it passes through iu reach¬ 
ing its destination, does not that power answer all your purposes? 

Mr. Fink It seems to me that the Government cannot reach the case 
I have mentioned in regard to the New York Central Railroad. For illus¬ 
tration, suppose a shipper goes to the New York Central road and says: 
“ I have a certain amount of freight to ship to Buffalo, and I want a 
low rate on it.” There being no restricting law in New York State re¬ 
quiring published tariffs to which the New York Central Railroad has 
to adhere, it may make a rate to Buffalo less than the proportion of 
the rate the New York Central charges to Buffalo on a Chicago ship¬ 
ment. That shipper ships his goods to Buffalo. The New York Cen¬ 
tral need not know where the freight is finally intended to go. When 
it gets to Buffalo it is reshipped by the direction of the shipper from 
there to Chicago, at the published rate from Buffalo to Chicago, and the 
sum of the two charges, from New York to Buffalo and from Buffalo to 
Chicago, is less than the published rate between New York and Chi- 
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cago, less than Congress forces the Erie road to charge. The result 
would be that the New York Central under the law of Congress could 
take away all the business from the roads that are bound by the pub¬ 
lished tariffs, and the shipper evades by this method the payment of the 
established rate. 

The Chairman. Making a double shipment? 

Mr. Fink. Making a double shipment. And, without violating any 
law, he gets a reduction in the established rate, the very thing which 
you desire to prevent. Now, how can you deal with such a case ? Those 
contingencies will have to be considered in framing a law that is to be 
effective and act justly to all interests. It is a very difficult problem 
to solve. 

Senator Harris. In that case, if the consignment was sent to Buffalo 
and the fact was not divulged, that it was really intended for Chicago, 
that would be purely State commerce; that is, starting from the city 
of New York and going to Buffalo ? 

Mr. Fink. Yes, sir; but by reshipping the shipper can evade the law 
iu regard to tariffs on interstate commerce, and make that law inoper¬ 
ative. He may have intended the shipment referred to for Buffalo, and 
afterwards concluded to ship it to Chicago. You cannot know his in¬ 
tention. The same difficulty arises with the Grand Trunk Railroad. 
The Grand Trunk Railroad is as important a factor iu the maintenance 
of just and reasonable tariffs throughout the States as is the New York 
Central or the Pennsylvania Central. Yet the Grand Trunk Railroad is 
not under your jurisdiction. It can make any tariff it chooses between 
Chicago and Montreal. The rates from Chicago to Montreal affect the 
rates to all the seaboard cities in the United States. If the Ameri¬ 
can roads are obliged to publish and maintain their tariff’s, all that the 
Grand Trunk Railroad will have to do is to make a rate somewhat lower 
and secure all the business, or as much of the business as it can carry, 
and take it away from the American roads imd the American ports. 
How can that difficulty be got over? 

The Chairman. Some portion of the road is in the United States. 
Can you not reach the difficulty on that account ? 

Mr. Fink. I do not see how you can pass a law by which you cau 
compel the Grand Trunk Railway to observe a through rate from Chi¬ 
cago to Montreal, which is a competing point and affects the rates from 
Chicago to New York. From Chicago the Grand Trunk runs to the De¬ 
troit River. It is an American road, subject to your laws; but when 
they cross the Detroit River have you any jurisdiction over that por¬ 
tion of the road from Detroit River to Montreal, and can the Grand 
Trunk not make whatever tariff it pleases? Under the proposed law 
they would have to publish a tariff from Chicago to Port Huron only. 
When the road leaves this country, they may carry freight for nothing. 
Can you compel them to observe the tariff in'Canada ? They may have 
conformed to it in this country. By this illustration you will see how 
difficult it is to require the railroads in the United States to publish 
and maintain tariffs, when foreign competitors are not subject to the 
same. laws. 

PUBLICITY OF RATES. 

The Chairman. You know that on the continent of Europe and in 
England the railroads are required to publish their tariffs? 

Mr. Fink. Yes. 

Senator Platt. They have no such difficulties with a road coming 
under foreign jurisdiction there, do they? 
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Mr. Fink. They have no road in Europe owned by the same proprie¬ 
tors, like the Grand Trunk, that; runs through two countries. All the 
roads of each country stop at the boundary line. The competition there 
is not so fierce. The tariffs in each country are known and published. 
If you adopt this plan in the States, and also in Canada, that would in 
a measure remedy the objection, but if tariffs are to be fixed and pub¬ 
lished iu the States, and the Grand Trunk is left free to make or change 
tariff as it pleases in Canada, it could take all the business from the 
American roads. In Europe, when the roads of one country come in 
competition with those of another—for example, in carrying grain from 
Hungary to Antwerp, the German roads come in competition with other 
graiu carriers which do not pass through Germany; in that case differ¬ 
ential rates are allowed, but only with permission of the Government. 
Con)petition iu this country is carried on in a very different way, and 
snch measures would not be practical here. The only way I can see to 
get over the difficulty here is to establish, to agree upon the establish¬ 
ment. and maintenance of rates, associations of competing railroads re¬ 
gardless of State lines. For example, the Grand Trunk Railway should 
be party to such an association, when its rules could be legally enforced, 
acting upon the whole of its road. 

The Chairman. I suppose that we can come about as near to enforc¬ 
ing a tariff r.ite outside of it as you do with it. They could leave the 
association and abandon the tariff if they chose to do" so. 

Mr. Fink. They would be bound by any agreement they make in the 
United States the same as the roads in the United States. 

The Chairman. Suppose thev say u It is to our interest to keep out 
of this.” 

Mr. Fink. But I rely upon the fact that it is to their interest as well 
as to the interest of all the railroads. The Grand Trunk is a member 
of the joint executive committee, and its officers do now co-operate with 
the Anierican roads and hold themselves bound by the rules of the 
committee. By the plan proposed State lines are obliterated by the 
consent of all the roads, and that is the only way, in this country, to 
get over the difficulty which now makes it impossible for the Govern¬ 
ment to control the tariffs. 

NECESSITY OF ROADS ASSOCIATING-. 

Senator Harris. Assuming that we have no power, as, for one, I do 
not think we have, to compel independent corporations, any more than 
we have to compel individuals engaged in the various vocations of life, 
to combine or associate, then what is the remedy for the evil that we 
all recognize as existing ! 

Mr. Fink. In that case you would have to rely upon the fact that the 
necessities of the roads will compel them to act through these associa¬ 
tions. It is very possible that they will petition you to aid them by 
legalizing these associations. If the railroads cannot control their busi¬ 
ness by voluntary agreements they will have to ask for that aid. The 
English roads petitioned Parliament for the incorporation of their clear¬ 
ing house committee, through which at present the railroad managers 
of England establish their tariffs and do the work that is done by our 
associations here. This clearing-house committee was formed by only a 
few roads at first. There is no compulsion upon any road to join it. 
And yet, in the course of a short time all the railroads in the country 
or nearly all of them, became members of the clearing-house. 

Therefore, I do not think that the necessity will arise for forcing the 
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railroad companies to become parties to associations which have in view 
the establishment and enforcement of proper tariffs; but I am inclined 
to think that if it should be shown Anally that proper tariffs cannot be 
established and maintained except through co-operation by means of 
these associations, the Government would have a perfect right to pre¬ 
scribe to the railroads an organization under which they should conduct 
their business, in their own and in the public interest, the same as the 
Government has a right to prescribe the law or charter under which citi¬ 
zens shall manage the business of their city so as to secure peace and 
order and protect the property of individuals. I think this is not only 
the right, but it seems to me it is the absolute duty of the Government 
which it could and should exercise as between a number of railroad compa¬ 
nies, when necessary in the public interest. The governments of some of 
the States have gone a great deal further, and I think unnecessarily so. 
They claim the right to absolutely control railroad tariffs through a 
commission. This is the case in Illinois and iu Georgia. These extreme 
and I think unjust measures were taken under the influence of public 
indignation against railroad management, for which the companies 
themselves were not so much responsible as the system under which 
these roads were created. The measures which I propose, namely: 
to organize a number of railroad companies into a government of 
their own business in such manner as public interest may require, pre¬ 
scribing the methods by which they shall conduct their business, with¬ 
out prescribing the particular measures, is certainly more in accordance 
with right and justice and with the institutions of this country than 
the measures which have been adopted in some States for the control 
of the railroads. But, as I said before, I do uot think that even such 
measures need be taken. The railroad companies may solve the prob¬ 
lem by their own efforts without Government aid. But if they do not 
then the flrst measure I would propose would be to legalize associations 
that may be formed, to which the railroads may become parties, volun¬ 
tarily, not by force. 


EXTENT OF LEGISLATION. 

Senator Platt. Is that as far as you would go with legislation? 

Mr. Fink. Yes ; I propose, however, to have all such agreed tariffs 
submitted to the Government before calling on it to enforce them. 

Senator Harris. I suppose “submit to us” means for our approval? 

Mr. Fink. Approval, yes. 

Senator Harris. Suppose we disapprove? 

Mr. Fink. I do not think that case would arise, for reasons which 1 
have stated. 

Senator Harris. But, disapproving, are we to leave you without a 
tariff, or compel you to make another tariff, and to continue to make 
tariffs until we have agreed ? 

Mr. Fink. I suppose the ultimate result would be that'the Govern¬ 
ment should have only advisory power, and I feel sure that this would 
be quite sufficient to establish satisfactory tariffs. Of course it need 
not enforce any tariff of which it does not approve. 

Senator Platt. Your opinion is that that is about the extent to 
which legislation can wisely and safely go at the present time ? 

Mr. Fink. If any legislation at all is to be had, l think that is the 
only wav in which you can deal with the question. It is not a solution 
ot the problem, but it is a step in that direction, so far as the establish¬ 
ment ot interstate tariffs is concerned. There must be some authority 


29 


to establish proper tariffs. It would not be just for Congress to make 
the tariffs, even if it were at all practicable. 

The Chairman. I do not think it is practicable. 

Mr. Fink. It is not practicable. Then who is to make the tariff? 
The railroads are the proper parties to make the tariffs. The Govern- 
ment has the right to supervise them, and if its supervision is only ad¬ 
visory for the present, you will have no fault to And with the tariffs. 
The difficulty will be to enforce them. 

Seuator Harris. Am I right in assuming that your opinion is that 
legislation can be safely adopted only to the extent of requiring rail¬ 
road companies to make and publish tariffs, or to make and submit tariffs 
to a tribunal to be created by the Federal Government, aud, when ap¬ 
proved, to be published and legalized ? 

Mr. Fink. Yes; I think so far you can go. I have mentioned some 
of the difficulties you will meet in even going so far. There must be 
certain discretion exercised as to the tariffs that can or cannot be pub¬ 
lished. I can see that there is some practical difficulty in properly de¬ 
fining these cases. 

Senator Harris. The only elasticity that I can see under that plan 
would be the power to modify or change tariffs upon such notice, as may 
be required or may be agreed upon as wise and proper provisions. Then, 
if so made aud legalized, 1 do not see any difficulty about enforcement. 

Mr. Fink. There is still great difficulty to enforce the tariffs. 

Senator Harris. When you have legalized it, any one railroad, for 
instance, may complain, and may proceed by mandamus or by suit for 
damages, and compel any railroad company failing to observe the 
tariff so made to conform to it ? 

Mr. Fink. Yes; I think this would be a step in advance, although I 
fear it would be too slow a process to do any good. More effective 
methods have been adopted by the associations of railroads; and if they 
were legal institutions, empowered to enforce their rules, I have not the 
least doubt that they could maintain the established tariff's. There have 
been long periods during which the tariff's have been maintained even 
by these voluntary associations. But if any one of the roads does not 
choose to comply with the rules and regulations of the association, there 
is at present no remedy. But if legal sanction could be given to the 
practical measures which the railroad companies have already adopted, 
then the tariff's could no doubt be enforced. Unfortunately, there is a 
greater tendency to forbid those measures thau to aid the railroads in 
carrying them into effect; but I hope the investigations of your com¬ 
mittee will result in a correction of the erroneous views that now are 
held in relation to this subject, and will bring out the fact that railroad 
companies are endeavoring by all means in their power to accomplish 
by their voluntary efforts the very object which you desire to accomplish 
through legislation. They have in this way made a great advance and 
improvement during the last few years. You can hardly conceive what 
would be the state of the transportation business without these efforts 
on the part of the railroads. 

Senator Platt. Having got the tariff, would a pooling arrangement 
be necessary? 

Mr. Fink. 1ST o, it would not be necessary, if you could strictly enforce 
the tariff by law ; but it would be a great aid in enforcing the law. The 
only object of the pooling agreement is to enforce the agreed and pub¬ 
lished tari ft's. They have nothing to do with making the tariffs. Tariffs 
are established entirely without reference to pools. I have explained 
that they are regulated by other considerations; but once beingestab- 
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listed, the pooling system is adopted to maintain snch agreed tariffs, 
and it is a more efficient method than any legislation that you can pos¬ 
sibly devise, because it strikes at once at the very root of the evil by 
removing the motive for violating the published tariffs, the motive for 
paying rebates and making secret concessions to shippers. The pooling 
agreements are intended to prevent the fights between railroad com¬ 
panies, which render it impossible to maintain proper tariffs. The rail¬ 
road companies are common carriers, and they have public duties to 
perform, and have to deal impartially and justly with all shippers; they 
cannot do this if they fight each other. They cannot or ought not to en¬ 
gage in these fights, by which they necessarily violate the principles of 
the common law and their duties as common carriers. 

POOLING ARRANGEMENTS. 

By the pooling agreements the question of how much each road shall 
carry is determined by mutual agreement, or arbitration, making the 
fighting unnecessary. Each road agrees to be satisfied with such por¬ 
tion of the traffic as it would likely secure if it were to engage in a 
free fight, or whatever it may be entitled to according to its location, 
its connections, and the facilities it affords the public. When it is ascer¬ 
tained as nearly as may be possible what proportion each compet¬ 
ing line would be entitled to, then each road restricts itself to carry no 
more than this proportion. Thus the interests of all the roads are fully 
protected, aud there is no longer any motive for making secret arrange¬ 
ments with shippers, and thus fluctuating rates and unjust discrimina¬ 
tions are prevented and a proper adjustment of tariffs throughout the 
country can be maintained. The general impression is that pooling was 
invented for the purpose of exacting unreasonable and extortionate 
rates from the public. If that were its object, or if that should be its 
effect, it certainly ought to be prohibited. But when its object and 
effect is to aid in carrying out the common law, and to maintain reason¬ 
able and proper tariffs reasonable to the shipper and reasonable to the 
railroads, then it seems to me the method is a legitimate one, which, 
instead of being prohibited, should be legitimized, because it is the 
most effective and practical way of accomplishing the very object you 
propose to reach by legislation. Take, for example, the West Shore 
road, in New York. When that road was first opened for business, in 
January, 1884, it voluntarily became a party to the West bound Pool. 
It agreed to limit itself to a certain percentage of the total business, 
and in this way a fight on this class of traffic has been prevented. At 
other times, when the Chicago and Grand Trunk Railway opened a new 
road into Chicago, and also the Chicago and Atlantic Railway, similar 
arrangements were made, and the disarrangement of all tariffs was 
thereby avoided. Unfortunately, no agreement has been made between 
the West Shore and the other trunk lines with regard to the east-bouud 
traffic : and that is what leads, in a great measure, to the present un¬ 
fortunate state of affairs. Through these agreements there have been 
no un -ffi st exactions in the tariff, but they have kept the tariff' stable, 
and it it has not been perfectly maintained the fluctuations have been 
less than under an open tight. 

Senator Harris. If the West Shore Railroad was an unnecessary 
railroad, and capital has unwisely been devoted to its construction, is 
the public under any obligation to sustain it, or make it a paying in¬ 
vestment i 

Mr. Fink. There is certainly no obligation to sustain that road and 


that is not the intention of the pooling agreements. Whether such a, road 
can sustain itself is entirely a question to be determined by the circum¬ 
stances of the case, not by pooling. Whatever business they get they 
take away from some other road. The people do not pay any more for 
transportation, on account of the existence of that road, than they did be¬ 
fore. The losses are sustained by the competing roads, and not by the 
public, and the pooling agreements would simply have the effect of pre¬ 
venting such losses from being greater than they need be, and also to pre¬ 
vent the evils which would arise from a fight between the new and the 
old roads. A fight between the West Shore and its immediate compet¬ 
itors involves necessarily a large portion of the railroad system of the 
country, and renders it impossible to maintain the established tariffs. 
It may destroy the property of many roads which have no direct inter¬ 
est in such a fight. The property of the innocent parties has no pro¬ 
tection under our present laws. The first cause of all these evils is the 
building of unnecessary railroads. There are no laws which can pro¬ 
tect the public against the evils resulting from it. The present state of 
affairs results from the fact that the roads mostly affected by this new 
competition are trying to protect themselves, and in these efforts they try 
to destroy each other’s property. No roads should be built that are not 
needed. But 1 am now dealing with an accomplished fact. The West 
Shore Kail way is built; it will necessarily take a certain amount of 
traffic, and the problem is, how can such a road be made the least harm¬ 
ful to the public interests and the railroad interests of the country ? 
This is a subject that I would like to submit for your consideration, as 
it has a most important bearing upon the question you deal with, viz: 
What legislation is necessary to prevent the evils of railroad transpor¬ 
tation ? These evils have their cause in just such transactions. 

The Chairman. By “ innocent parties ” you do not mean the invest¬ 
ors in that company ? 

Mr. Fink. The investors in that road may rather be considered the 
guilty parties, but the investors in other roads, whose property is being 
destroyed, and the public also, who suffer from the disturbance of the 
tariffs, are the innocent parties. 

PROTECTION OF INNOCENT PARTIES. 

Now, these peculiar relations between railroads which have grown up 
under the expansion of our railroad system deserve some consideration 
at your hands. I will ask this question : If a man has a house and de¬ 
sires to get the insurance on it, or if, for any other reason, he thinks it 
' may be to his own selfish interest to destroy it, is he allowed to set it 
on fire and burn up the whole city ? Is not the law bound to step in 
and protect innocent parties, and are there not now laws which do pro¬ 
tect innocent parties in cases of this kind ! 

The difficulty is that we have to deal with so many railroads, each 
one of which, for a selfish purpose, without regard to the public interest 
or to the interests of other railroad companies, has it in its power to in¬ 
flict immense losses upon innocent parties. How can you prevent it 1 
That is the problem to be solved. 

RAILROAD CONSTRUCTION. 

The Chairman. What would you think about the question of con¬ 
trolling the building of railroads ? 

Mr. Fink. There ought to be some control exercised to prevent the 
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building of unnecessary railroads, but it would be very difficult to de¬ 
termine what railroads should be built and what should not be built. 
There is, however, one restraint that should be put upon the building 
of unnecessary roads, and that is to require the parties that want to 
build railroads to furnish the money. If parties want to build a rail¬ 
road with their own money they ought to be allowed to build it; but 
if they merely want to swindle innocent and ignorant people out of their 
money, and after they get it leave them with a bankrupt railroad on 
their hands, that should not be allowed. There ought to be some legis¬ 
lation restricting the speculative railroad building. A great deal of 
mischief has already been done, but, of course, it is not yet too late to 
make an effort to prevent it in the future. I do not know that such 
legislation could be had by the Federal Government. 

The Chairman. That would most likely have to be done by State 
authority. 

Mr. Fink. Very likely. There should exist laws requiring that no 
railroad should be built except the parties proposing to build it shall 
furnish at least one-half the cash that is required, and that they should 
not be allowed to issue bonds until at least one-half of the cash has 
actually been expended. No stock should be issued for more than has 
been actually paid up. 

Senator Platt. I think you are right there. I think no bonds should 
be issued and no stock should be issued until at least 50 per cent, of the 
amount subscribed for the stock has been paid up. 

Mr. Fink. Yes. This would be a proper restriction on building un¬ 
necessary railroads. 

FRAME OF A BILL. 

Senator Harris. Would it be convenient to you to formulate, in the 
shape of a bill, just such legislation as in your judgment would be safe 
and prudent and wise to be enacted by the Federal Government in re¬ 
spect to interstate commerce, and under each provision to assign what¬ 
ever reasons you choose for that distinctive provision of the bill ? 

Mr. Fink. 1 had proposed to prepare such a paper to put before you, 
although I am very free to say that when I come to the details, and 
consider the practical measures to be adopted, I see many difficulties 
that I do not know how to overcome. 

The Chairman. I asked Mr. Fink last fall if he would not write out 
such a bill as he thought would be safe to the people and to the inter¬ 
ests involved in the railroads, and he said then that it was easier talked 
about than done ; and I could not get him to do it. 

Mr. Fink. It is much easier to say what legislation will not do than 
to suggest the proper legislation. I am clear about the general princi¬ 
ples, but to embody these in practical legislation in such complicated 
transactions is very difficult, and I don’t know but it may be impossible. 
Railroad men who object to certain crude legislation that is proposed 
are often reproached because they do not themselves suggest the proper 
legislation. There is good reason for this, which you will better appre¬ 
ciate when you get through with this investigation. 

Senator Harris. I made the suggestion to Mr. Fink because I know 
of no man in the whole country who has more extensive and accurate 
information, in my opinion, upon the railroad side of this question. 

Mr. Fink. And upon the other side, too; I beg pardon. 

Senator Harris. And, necessarily, Mr. Fink has a great deal of in¬ 
formation upon the other side. 
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Mr. Fink. I am looking at the other side as much as upon the rail¬ 
road side. 

Senator Harris. I should be very glad, indeed, to have you formu¬ 
late such a bill. 

The Chairman. I would like to hear you, Mr. Fink, on the subject of 
rebates. 

POWER OF ENFORCING POOLS. 

Senator Platt. I would like to ask a question at this point, if you 
will permit me. Suppose a pool was authorized by law with power to 
enforce the arrangement either by mandamus or penalties, could it be 
maintained without diverting tonnage ? 

Mr. Fink. Oh, yes. Pools can be maintained without diverting ton¬ 
nage, and it is always better that this be done. Under no circumstances 
should freight be diverted if it causes delay or inconvenience to the 
shippers. It is not so important to divert freight for the purpose of 
evening tonnage under a pool agreement as it is for the purpose of 
preventing favoritism to shippers and the rebate system. For ex¬ 
ample, suppose we had information that a certain road in the West, say 
the Wabash, would disregard our agreements here and make a certain 
concession to a favored shipper. Our agreement here to maintain the 
same rates to all shippers amounts to nothing while a road beyond the 
trunk lines is in a position to cut the rates. We have no means of 
reaching that road. We cannot force them to maintain the agreed and 
published tariff. So we divert freight that has been consigned over the 
Wabash Railroad when we have good reason to believe that the rate is 
not maintained, and send it over some other road. When it reaches its 
destination, the shipper finds that he has to pay the full tariff. This is 
a very effective measure to stop rebates. We cannot control the tariff' 
over so many connecting roads, each of which may make concessions to 
shippers, without adopting this measure. It is a very simple, practical 
measure, more effective than all the laws you can pass. It is also very 
inexpensive, compared with the cost of lawsuits. It prevents the com¬ 
mission of the wrongful act. There need be no punishment or fine. 
But, of course, the shippers that make these special contracts are very 
much opposed to diverting such freight. We do not propose, however, 
to put the shippers to any inconvenience. When complaints are made, 
we either settle any damage that may have been done, or we discontinue 
the diversion of freight to a road that cannot give the same service as 
the road by which the freight was originally consigned. After the 
West Shore road came into the New York pool on the 1st of January, 
1884, we diverted some shipments to that road in February and March. 
Complaints were made of delays on such shipments. The road was new 
and unable to give the same service as the older roads ; and the diver¬ 
sion of freight to that road was discontinued. Later in the year, in 
October last, the officers of that road reported that they were then in 
a position to do business promptly, and that they would like to get their 
share of tonnage again. So we made another attempt to divert ship¬ 
ments to them, and, I am sorry to say, with the same result. I believe 
as many as thirty-five complaints of delay were made. As soon as we 
heard of it, we again stopped the diversion of freight to that road. We 
do not want to make these diversions when there is any delay or any 
inconvenieuce to the shippers. But I think we have the right, under 
the peculiar conditions in which we transact this business, to send it 
by any road we please, provided it offers the same facilities. We issue 
a through bill of lading on such freight; we act as forwarders, and re- 
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lieve the shippers from great responsibilities, expense, and trouble with¬ 
out compensation for these services, advantages which are much greater 
than any disadvantages which may arise from diversion. We certainly 
ought to be allowed, under those circumstances, to select our partners 
in the forwarding business. 

Senator Platt. But you are not partners. Suppose I go to the New 
York Central and contract with that road to carry some goods for me to 
Chicago. I am to pay the freight when they get there. Can you take 
that freight and semi it over the West Shore road, or some other road, 
to Chicago, and collect the freight from me there? It is not the con¬ 
tract I made. 

Mr. Fink. The New York Central does not make any such contract 
with you. The New York Central only makes a contract-to carry your 
freight to Buffalo, and then you can carry it from there in any way you 
may choose. But when they do make a contract with you to carry 
freight to Chicago, beyond the line of their road, they ought to have 
the right to select the road by which they will send it, the right to 
select their partners in the forwarding business. 

Senator Platt. Unless they make that special contract? 

Mr. Fink. They do. The conditions are specially mentioned in the 
bill of lading. 

SELECTION OF LINES BY SHIPPERS. 

The Chairman. So far as we have heard, gentlemen, by writing or 
otherwise, a pretty large number of them—you can say nine out of ten- 
have advocated the policy of incorporating a provision in the law giv¬ 
ing the right to the shipper to designate the lines of road over which 
his goods shall be sent. What do you think about that ? 

Mr. Fink. If such a law was passed it might lead to a great deal of 
trouble to the shippers, as it might break up the system of through 
billing. The general practice of railroads is to ship goods as directed. 
The exceptions are very few. In many cases the initial road which re¬ 
ceives the freight and issues a through bill of lading is not in a position 
to direct the freight beyond its immediate connecting road. For ex¬ 
ample, if goods are billed from New York to Kansas City, the roads west 
of Chicago take the liberty of selecting the route by which it shall go 
from Chicago to Kansas City. The New York roads have uo power to 
direct it beyond Chicago. If that should be demanded by law, they 
would simply refuse to give a bill of lading to Kansas City, and would 
probably bill the freight only to Chicago, and the shipper could select 
his own route beyond Chicago. The Merchants’ Despatch Transporta¬ 
tion Company, by which line Mr. King makes a great many of his ship¬ 
ments, sends freight over half a dozen different routes of its own selec¬ 
tion. The shippers, generally, do not care by what route their freight 
is shipped, so long as their shipments are promptly and safely made. 
They do, however, care a great deal about the route over which their 
shipments go if they have made a special contract for reduced rates 
over such a route, and when the freight is diverted from that route they 
are obliged to pay the full published tariff. It is chiefly from this cause 
that shippers are so much opposed to the diversion of freight, and that 
a demand is made for a law prohibiting it. But it will occur to you 
that as there can be no compulsion bylaw to force the railroads to issue 
through bills of lading beyond the line of their own road, as that is 
simply a voluntary act undertaken for the accommodation of shippers 
and without compensation, there can be no law prescribing conditions 
that the railroads are not willing to accept. If a law should be passed 
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making these conditions onerous or impossible to be complied with, 
then the railroads would have simply to cease acting as forwarders, and 
stop the system of through billing. In that case what would be the 
use of a law prescribing the rules under which through billing shall be 
done. I apprehend that if such a law were passed it might result in a 
good deal of trouble to the shippers. 

I do not think there is any need of such a law, as the difficulties com¬ 
plained of are more imaginary than real. The chief cause of these com- 
plaints is that the diversion of freight compels the maintenance of tariffs 
and breaks up the system of secret rates and rebates. The end to be 
accomplished would even justify occasional inconvenience to shippers. 
But I have already stated that under no circumstances do the railroad 
companies desire to divert freight unless it can be done without incon¬ 
venience to the shipper. The difficulties of diverting freight under a 
pool may, however, be overcome in another way. The railroads can 
charge more for freight which the shipper insists must be shipped as 
he directs, or make some reduction to the shipper who is willing to 
leave the direction of the freight to the railroad companies. Such dif¬ 
ference in charges between the higher and lower rate is to compensate 
a shipper for any disadvantage that the diversion might cause. This 
would be a legitimate contract to make with the shippers, and ought to 
satisfy the parties who are opposed to diversion. 

REBATES AND DRAWBACKS. 

The Chairman. What do you think about incorporating a provision 
in any law that may be passed prohibiting rebates and drawbacks ? 

Mr. Fink. I do not think such a law, simply forbidding rebates and 
drawbacks, could be effectively enforced, although it would, no doubt, 
do some good, in that it would declare rebates to be unlawful. A dis¬ 
tinction must, however, be made between rebates paid to evade the 
established or published tariffs and rebates which are perfectly legiti¬ 
mate. 

The Chairman. They may be for the purpose of correcting errors. 

Mr. Fink. Yes; or they may be in the nature of making concessions 
from the published tariff. 

The Chairman. If rebates are paid merely for the purpose of reduc¬ 
ing the tariff, and have the effect of unjust discrimination they ought 
to be forbidden. 

Mr. Fink. They ought to be forbidden; but when rebates or draw¬ 
backs are made on account of errors in the tariff, or in the classifica¬ 
tion, or in the weight, and a great many have to be made, you could 
not forbid those. You will find it almost impossible, however, from 
the very nature of these transactions, to prevent by law the payment of 
rebates when given for the purpose of making concessions to the ship¬ 
pers. A reduction in the tariff can be made in a thousand different 
forms; it may be made through reductions in the weight, charging for 
less than the actual weight, or by a donation to a shipper. If he ships 
by a line for a year, and he has been a very good customer, the com¬ 
pany can make him a Christmas gift. And so the law may be evaded 
in thousands of ways. It is almost impossible to discover these eva¬ 
sions, and you cannot punish them before you discover them. The 
practical methods adopted by the railroads to which I have referred 
are much more effective. They remove the motive for the evasion of 
the law, and I do not think that you can enforce a law without their 
aid. 
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The Chairman. Id the discussions in the Senate, and in the House 
also, the statement was oft repeated that the Standard Oil Company had 
got rebates to the amount of about $10,000,000,1 think it was, in a brief 
period of time. That must have been a pretty lively operation, it seems 
to me, if such is the fact. 

Mr. Fink. Here you have the best illustration that could be given of 
the necessity of pools. In this case the railroads were used by the 
Standard Oil Company, one against the other, to make private conces¬ 
sions. Each road desired to secure the business of the Standard Oil Com¬ 
pany by underbidding the other. If the competing roads had come to¬ 
gether and agreed upon a fixed tariff and divided the traffic, say one-third 
of the shipments to go by each road, in other words if they had made a pool 
and insisted upon the full tariff, then the motive for making these conces¬ 
sions would have been removed, and the railroad companies would have 
received full pay for the work they did, and other shippers would have paid 
no more than the Standard Oil Company. The Standard Oil Company 
might then not have existed in its present magnitude, and unjust dis¬ 
crimination would have been avoided. Competition of this sort be¬ 
tween the railroads, each road underbidding the other to secure large 
shipments, builds up monopolies in trade. That is the case not only in 
the oil business, but also in the live-stock andgrain business, where large 
shippers manage to get rebates and crow d out the small shippers. Pools 
instead of destroying competition prevent monopoly in trade by pre¬ 
venting unjust discrimination between large and small shippers. 

WATERING OF STOCK. 

The Chairman. You have stated pretty frequently, as I remember, 
in your printed documents before committees your views of the effect 
of watering the stocks of roads upon transportation by rail. 

Mr. Fink. Yes. 

The Chairman. So that it will not be worth while to ask you any¬ 
thing further on that question, perhaps. 

WATER ROUTES. 

Senator Gorman. Have you ever stated what effect the improvement 
of the Mississippi River may have on east and west bound freights ? 

Mr. Fink. The Mississippi River is an important regulator of railroad 
transportation rates, although at this time its influence is not felt so 
much, especially on grain rates, because rates by rail and by canal are 
so extremely low. 

Senator Gorman. Are not the principal regulators the Erie Canal and 
the Canada water-ways? 

Mr. Fink. At present we do not even feel these, although under or¬ 
dinary circumstances the lake, the Erie Canal, and Mississippi River are 
the great regulators of railroad transportation charges. At present, 
the rail rates are as low or lower than the rates ordinarily are by the 
water routes. 

The Chairman. I think you stated that the Mississippi River and the 
lakes and can Ms really did regulate the question of transportation to a 
very large degree ? 

Mr. Fink. They do. 

uniformity of accounts. 

The Chairman. Allow me to ask one or two other questions. One of 
the inquiries that we make is as to whether it would be important to re- 
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quire railroads to keep a uniform set of books or accounts. What is 
your judgment about that, from your experience in dealing with rail¬ 
roads ? Can that be done or not, consistently, or is it of any great im¬ 
portance to anybody that it should be done ? 

Mr. Fink. It would be difficult to require all the railroads to keep 
uniform accounts, and I do not think it would be necessary. If they 
furnish you the information which you desire, and which may be useful 
to you, no other should be asked. Then it would not make any particu¬ 
lar difference by what special method of account-keeping they arrive 
at it. Every company has its own system of keeping accounts which 
has been the outgrowth of years. The officers are accustomed to it, 
and I think it would be impracticable to make any changes. Any in¬ 
formation that may be useful to the Government, of course, can be 
furnished without interfering with the method by which it is obtained. 

• The Chairman. What would you think of this. Suppose that Con¬ 
gress should pass a law creating some sort of tribunal for the control ot 
railroads; how would it do to leave that question in the hands of that 
tribunal to determine as they thought best f 

Mr. Fink. I think that would be the proper way to do. 

POWERS OF A NATIONAL COMMISSION. 

The Chairman. What do you think of the question of whether we 
ought to have a commission or not, and, if so, what power it ought to 
possess $ 

Mr. Fink. I am in favor of having a competent commission appointed 
for the purpose of collecting information, in order to help to a proper 
understanding of this intricate subject, such commission to be empow¬ 
ered to receive complaints and to investigate the same ; and to act as 
a mediator and counselor between the railroads aifd the public. Much 
good can be done by a competent commission, not only in bringing about 
a proper understanding between the railroads and shippers, but in act¬ 
ually remedying a great many causes of complaint. The more impar¬ 
tial, intelligent, and skilled in the practical transportation business the 
members of such a commission are the more useful will be their work. 
They ought to be superior in knowledge to the average railroad mana¬ 
ger, to be able to advise him and to influence him by this very superi¬ 
ority. A commission consisting of members who are not practically 
acquainted with the transportation business, who have to learn every¬ 
thing after they get into office, and who have to go out of office as 
soon as they have learned anything, cannot be expected to do much 
good. They may do a great deal of harm, and may simply become a 
nuisance both to the people and to the shippers. There are, therefore, 
two sides to the commission question. The selection of commissioners 
should be made under the civil service rule, and they should show that 
they are masters of the business which they are expected to control. 
Under such circumstances I am very much in favor of a commission. 
Under the others I have named, I am very much opposed to it. 

The Chairman. It has been alleged that whatever commission is 
created ought to be clothed with judicial power to try cases and decide 
them. 

Senator Harris. And have the power to enforce its decrees. 

The Chairman. What do you think of that ? 

Mr. Fink. Judicial power should not be vested in a commission with¬ 
out first establishing more specific laws under which it can act. Such 
commission must not be allowed to first make the law, and then, with- 
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out any knowledge ou the part of those who are to comply with it, de¬ 
cide the law and execute it. Commissions, or courts, or any body of 
men, who are at the same time law makers, judges, and sheriffs, are not 
to be tolerated in a free country. Under any circumstances I am very 
much opposed to that kind of legislation. Unfortunately some of the 
States have already created such bodies, who practically have the law¬ 
making power and the judicial power. I hope they will be abolished 
at an early day. I would therefore not like to see the United States 
Congress constitute similar bodies. 

The Chairman. But the question is based on the supposition that 
Congress passes a law for the control of interstate commerce, and pro¬ 
vides a special tribunal. It is argued by Mr. Sterne very strongly to¬ 
day that that special tribunal should be a court, if you please, with 
power to decide railroad cases and enforce its decisions. 

Mr. Fink. Unfortunately Congress can pass no definite laws under 
which the railroad property can be managed; in the absence of a well- 
defined law, and the commissioners making their own laws, no judicial 
power should be given to them. For example, the bills which passed the 
House and the Seuate last session are of a very general character, im¬ 
possible, I think, to enforce. They provide that there shall be no more 
unjust discrimination, without defining what constitutes unjust discrim¬ 
ination, except in one or two cases. In the majority of cases railroad 
officers would not know what unjust discrimination is, and they might 
violate the law without intending to do so or knowing that they did, 
and afterwards the commission would, as a matter of opinion or private 
judgment, decide that they had committed an act of unjust discrimina¬ 
tion, thus first making the law and then adjudicate under it. Before 
judicial power is given to any tribunal to enforce the laws, the laws 
which are to be executed must be more strictly defined, so that we can 
know beforehand wlmt is lawful and what is not. 

The Chairman. Of course, if we create a special tribunal and author¬ 
ize it to sit in railroad cases, it could not fine anybody or assess any 
damages against anybody unless there was a law authorizing it to do 
so—for extorting from a shipper or for discrimination between one ship¬ 
per and another. The question I was anxious to get you to answer was 
whether we ought to have a commission or a special tribunal, and 
whether, in your judgment, that tribunal ought to be appointed as a 
judge is appointed, and sit as a judge for that special purpose, and 
whether it should decide cases and then enforce its decisions. 

Mr. Fink. Yes, if I understand you correctly. I am in favor of es¬ 
tablishing special tribunals to try railroad cases, but they must be 
purely judicial tribunals and must act uudef well-defined laws. 

The Chairman. But suppose we pass now all the laws you want in 
reference to making tariffs, and so on. There is a possibility that some¬ 
body is going to violate them, and that somebody is going to suffer from 
that, violation. 

Mr. Fink. Yes. 

The Chairman. We want to enforce that law and protect the people ? 

Mr. Fink. When you succeed in establishing clearly defined laws, 
then 1 am in favor of establishing a tribunal to which judicial powers 
are given to decide under these laws. 

Senator Harris. Did 1 understand 3 011 to sa 3 r that 3 ’ou cousent to 
formulate such legislation as 3 T ou, upon due reflection, think advisable ? 

Mr. Fink. I will try; but I cannot formulate anything that would be 
satisfactory to myself. I might suggest the principles upon which leg- 
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islation should be based; I do not see my way clear to any definite leg¬ 
islation. ,. , 

The Chairman. We shall be very glad to have all the light you can 
give us, in whatever shape you see proper to put it; it may help us, 
perhaps, to formulate something when we get through with the inves¬ 
tigation. 

RAILROAD COMPANIES’ ASSOCIATIONS. 

Mr. Fink. Before your committee adjourns, I would like to have an 
opportunity, it being now too late, to explain to you the practical opera¬ 
tions of the joint executive committee, which association has been 
created for the same purpose which you desire now to accomplish through 
legislation; it would, therefore, be of interest to you to understand its 
practical operation, to see what is necessary to be done to accomplish 
its purpose, believing, as I do, that in no other way than by the meth¬ 
ods there followed can you obtain the end which you have in view. My 
idea is that you should make use of such associations, and make them 
legal and obligatory at least, if necessary to have the members transact 
their business with each other and the public upon sound business prin¬ 
ciples, and to avoid the fights and dissensions between these public 
servants which disables them from properly performing their public 
duties as common carriers. The joint executive committee has pub¬ 
lished six volumes of their proceedings, copies of which I will furnish 
you, and in which every detail of their transactions is recorded, and 
from which will appear the nature of those transactions and their ne¬ 
cessity. You will also find there a record of the struggles which the 
committee has made to carry out its object by voluntary agreements; 
and I think that if you will look over the past operations of the joint ex¬ 
ecutive committee you will be strongly impressed with the amount of good 
that has been already accomplished, and how much more might be ac¬ 
complished if some power were given to the committee to legally enforce 
the agreements made between its members. 

The Chairman. How long would it take you to explain this ? 

Mr. Fink. I cannot tell. 

The Chairman. Could you come back to morrow morning ? 

Mr. Fink. If you say so, I shall be at your service. 

The Chairman. Mr. Blanchard, I believe, is to come before us at 10 
o’clock. 

Mr. Fink. Do not let me interfere with any other engagements. I am 
willing to wait until you get through with all others, but I am exceedingly 
anxious that your committee should at least understand this railroad 
question from my standpoint, and at least not misunderstand me. I do 
not ask for any legislation at all at this time, because I am fully con - 
vinced that the kind of legislation that is required cannot be secured 
on account of the adverse sentiment of public opinion. Congress can¬ 
not legislate in advance of public sentiment, and public sentiment is 
not yet educated to understand the subject thoroughly and properly. 
Although I believe great progress is being made, and your committee 
will do a great deal of good in that respect, I do not recommend, at 
present, any legislation further than may be necessary to get proper 
information on which to base future legislation. I do not even ask you 
to legalize the associations through which the railroads desire to carry 
out the object of the proposed laws j nor do I ask you to legalize pools, 
although it is my conviction that these are the only proper means which 
can be adopted for dealing with the railroad problem in this country. 
It may be a great deal better to wait and see whether the railroad corn- 
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parries cannot deal with these questions without the aid of legislation, 
and only resort to it when it is fully established that they cannot. It is 
a great "deal better to leave these matters in their present shape and let 
the roads fight it out as best they can for a little while longer. It is a 
very expensive way of learning, but after the lesson is once learned, 
the institution will, perhaps, be more permanent than if based upon 
laws which are in advance of the intelligence and understanding of 
the people and, I may say, of the railroad men themselves. We are 
now passing through a period in which the lesson is being taught 
that it is not a profitable undertaking to build unnecessary roads. If 
the Government had provided some safeguards in this respect, it would 
not now be necessary to pass through this expensive experience. 

The Chairman. We shall be glad to have you come back on Satur¬ 
day afternoon. 

Mr. Fink wa s prevented from appearing before the committee again, 
and was requested to communicate in writing such additional informa¬ 
tion as he might desire to lay before the committee. 
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REPORT 


UPON THE 



TO 

SEABOARD CITIES. 


New York, Dec. 1, 1881. 

I herewith submit a report upon the adjustment of trans¬ 
portation rates over the Trunk Lines between the seaboard 
cities and common competing points in the West, with statis¬ 
tical information relating thereto. The question is: What 
shall be the relative transportation charges 
by rail from common shipping points in the 
West to New York and the other Atlantic sea¬ 
board cities'? 

During the last twelve years changes have been made from 
time to time iu the adjustment of rates which it will be interest¬ 
ing to note. 

In 1869 the agreed difference in favor of Baltimore in the 
rate ou grain was 10 cents per 100 pounds. In 1870, after a 
war of rates, it was reduced to 5 cents per 100 pounds. Up to 
1876 this difference remained the same on grain and the lower 
classes of freight, while there was an agreed difference of 10 
cents per 100 pounds ou first, second and third-class freight. 

On Westbound freight the difference in favor of Baltimore 
and Philadelphia, as per tariff of November, 1875, was as 
shown below: 



1st Class. 

2d Class. 

3d Class. | 

4th Class. 

Special Class, 

Pnlt.imnrp. . 

10c. 

9c. 

8c. 

6o. 

5 c. 

Philadelphia. 

7c. 

7c. 

6c. 

4c. 

3c. 
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In March, 1876, the system of making fixed differences in 
rates based upon New York rates was abandoned, and the 
Trunk Lines agreed to and the Western roads adopted, on 
Ypril 13,1876, a tariff which was based upon the relative dis¬ 
tance of the cities named, from Western common points. 
According to this tariff, the rates from Chicago to Baltimore 
were 13 per cent., and to Philadelphia 10 per cent, less than to 
New York. From Cincinnati to Baltimore, 24 per cent, less, 
and to Philadelphia, 12 per cent, less than to New York. 

A month and a half after these rates were adopted, the New 
York Central Railroad and Erie Railway withdrew from this 
agreement, as it gave too great advantage to Philadelphia and 
Baltimore. A war of rates commenced, and continued until 
July, 1877 ; when the agreement of April 5, 1877, went into 
effect. Fixed differences in rates were re-established instead of 
the differences based upon relative distance from common ship 
ping points. 

On Eastbound freight the rates were made according to this 
agreement, from all points West to Baltimore, 3c., and to 
Philadelphia 2c., less than to New York. On Westbound 
freight the rates from Baltimore and Philadelphia were less on 
different classes, as is shown below : 



1st Class. 

2d Class. 

3d Class. 4th Class. 

From Baltimore. 

8c. 

8c. 

3c. 3c. 

“ Philadelphia. 

6c. 

6c. 

2c. 2c. 



The agreement of April 5, 1877, was made with the view of 
equalizing the aggregate cost of rail and ocean transportation 
between competing points in the West and all domestic and 
foreigu ports reached through Baltimore, Philadelphia and 
New York. 

The closing article of this agreement reads : u This agree¬ 
ment is intended to be permanent; but if either party desires 
modification, three months’ notice must be given of such desire, 
said modification to be made by mutual agreement.” 

The agreement is signed by Messrs. William H. Vauderbilt, 
H. J. Jewett, Thomas A. Scott and John W. Garrett. 

The New York Central Railroad Company gave the required 
notice, June 3, 1880, on the ground that the differences in 
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rates adopted April 5, 1877, and which went into effect July 1, 
1877, were based upon the then existing ocean rates, with the 
view of equalizing shipments from common points west to com¬ 
mon points in Europe, making at that time the rates substan¬ 
tially the same on all export business through the different 
port£; but that since that time reductions have been made in 
the ocean rates from Philadelphia and P»altimore, which bring 
them nearly on the same level with those from New York, thus 
giving the Southern ports greatly the advantage over New 
York on export freight. 

No official discussion with the view of modifying “ by mutual 
agreement ” the differences, as it was provided in the contract 
of April 5, 1877, has taken place, but in unofficial intercourse 
betweeu the officers of the different railroad companies, the 
ground is generally taken by the New York roads that the 
inland rates to Baltimore and Philadelphia should be the same 
as to New York. This claim is not admitted as just by the 
Pennsylvania and Baltimore and Ohio Railroads. 

The question arises, What is a proper and equita¬ 
ble adjustment of rates, taking into consideration all 
the facts bearing upon the subject'? 

Great difficulties and complications are encountered in 
answering this question. 

The object is to determine the relative charges for transporta¬ 
tion by rail to the seaboard cities, with the view of securing 
to each of the competing railroad companies 
a fair share of the traffic, without at the same 
time unjustly discriminating between the com¬ 
mercial communities, each of which must have an 
equal chance, unrestricted by arbitrary transportation charges, 
to compete with the other in the markets of the world. 

The first difficulty met in solving this problem is: No 
one has, or can have, any definite idea as to 
what constitutes an equitable distribution 
of the competitive traffic between the rival 
railroads and between the rival cities. There 
is only one conviction strong in the mind of each of the inter¬ 
ested parties, viz., that it should have all that can be secured. 

In the second place, if any definite idea could be formed as to 
what constitutes a just and equitable distribution of traffic, it 
would be impracticable and impossible to 
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predetermine tbe relative transportation 
charges that would result in the desired dis¬ 
tribution. 

Thus the problem to be solved is shrouded in uncertainties. 
Results are to be reached, which no one is able to define, and 
means are to be used, of which it is impossible to predetermine 
their exact effect. Yet it is absolutely necessary that there 
should be some agreement as to the relative transportation 
rates to and from the competing cities, as a failure to agree 
upon such rates must naturally result in expensive and costly 
railroad wars, and in the final ruin of this great railroad prop¬ 
erty, and its calamitous consequences. 

A war of rates such as has been waged for the last four or 
five months between the Trunk Lines, costs the railroad com¬ 
panies east of the Mississippi River, represented on the Joint 
Executive Committee, at the rate of from twenty-four to thirty 
millions of dollars per annum. 

This is the difference between just and reasonable compensa¬ 
tion, to which the railroad companies are justly entitled, and 
the actual compensation which they receive. 

These wars not only affect the interests of the railroad com¬ 
panies—the great number of the American people, who have 
invested their means in this property—but they also affect the 
interests of others, particularly the mercantile classes of our 
people. These fluctuations and uncertain rates of transporta¬ 
tion unsettle commercial transactions, bring about unjust dis¬ 
criminations, and many of the other evils of which the people 
complain, and for which railroad companies are so often blamed, 
but unjustly so, considering the complications and difficulties 
encountered in the solution of the problem. 

The question of the proper adjustment and permanent main¬ 
tenance of reasonable and just transportation rates between the 
competing railroad companies, must, therefore, be considered of 
the greatest importance not only to the railroad companies, but 
it is really a question of national importance. 

I make these remarks to justify the attempt at a thorough in¬ 
vestigation of the subject, with a view of discovering, if possible, 
whether there are not some certain fixed 
principles that could be recognized as cor¬ 
rect by all parties, according to which a proper adjust¬ 
ment ot rates could be made from time to time that could be 


9 


permanently maintained, and by which the evils that must fol¬ 
low from a failure to agree upon this important question, could 
be prevented. 

It will be necessary to first consider what has been the result 
of the adjustment of rates as at present agreed upon, and in 
what respects they are not satisfactory, and whether there are 
good reasons why a modification should be made. 


THE RESULTS OBTAINED UNDER THE OPERATION OP THE 
AGREEMENT OP APRIL 5, 1877. 

Statement A has been compiled from the Produce Exchange 
Reports, showing the receipts of grain and flour (converted into 
grain at 4| bushels per barrel) at New York, Boston, Philadel¬ 
phia and Baltimore, during the existence of this agreement. 

Expressed in percentages of the total receipts of grain and 
Hour at the cities above named, the following distribution has 
taken place: 



1878. 

1879. 

1880. 

New York. 

56.0 

52.6 

53.5 

Boston. 

10.0 

10.6 

11,7 

Philadelphia. 

16.7 

15.3 

15.6 

Baltimore. 

17.3 

21.5 

19.2 


The above statement includes the receipts by canal and 
other routes besides the Trunk Lines, as well as the receipts by 
the Trunk Lines from local points on their roads east of the 
terminal points, which latter cannot be considered as competi¬ 
tive traffic between the Trunk Lines. 

Statement B shows the receipts of Eastbouiul tonnage of all 
classes by rail over the four Trunk Lines to Boston (including 
New Eugland), New York, Philadelphia and Baltimore, (exclu¬ 
sive of the traffic carried to Boston via the Grand Trunk 
Railway). This traffic originates at, and west of, the termini 
of the Trunk Lines (Buffalo, Pittsburgh, Salamanca, Wheeling, 
Parkersburgh, etc.), and may be considered as competitive 
traffic. 
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The result expressed in percentages of total tonnage carried 
by the four Trunk Lines is as follows : 



1878. 

1879. 

1880. 

New York. 

42.8 

43.2 

44.3 

Boston (including New England). 

22.0 

19.5 

23.3 

Philadelphia. 

17.6 

18.4 

16.1 

Baltimore . 

10. 6 

18.9 

16.3 


The same statement also shows the Westbound traffic from 
the four cities named, including that carried by the Grand 
Trunk from Boston, and from a number of competitive points in 
New England.* 


1878. 

1879. 

1880. 

1881. 

(8 months.) 

New York. 

-- 

. 58.1 

54.2 

54.6 

56.3 

Boston. 

. 16.2 

16.3 

16.5 

18.9 

Philadelphia. 

.I 15.5 

16.1 

16.0 

13.6 

Baltimore. 

. 10.2 

13.4 

12.9 

11.2 


lu examining these statements, one must be struck with the 
small fluctuations in the distribution of Eastbound and West¬ 
bound traffic that have taken place since the agreement of 
April 5, 1877; and the conclusion might be drawn from the 
facts presented, that the adjustment of rates then agreed upon 
should be satisfactory, as the relative proportion of the whole 
competitive traffic carried to and from each of the rival cities 
has remained about the same, or as nearly so as could be 
reasonably expected. The great increase iu traffic has been 
shared proportionately by each of the several cities. Neither 
city would, therefore, seem to have a right to complain, nor 
the Kailroad Companies, whose interests are identified with 
these cities. 

It is, however, maintained by the New York Central Kail- 
road Company, that the facts here presented are not conclusive. 
It is admitted, that on account of what was considered an un 


* The tonnage carried by outside lines from New York, which have entered 
into competition since 1878, and which is not included in the above statement, 
readily accounts for the reduction in the percentage carried by the four Trunk 
Roads from New York. 
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fair adjustment of rates, certain concessions have been made to 
shippers to New York, by which the differences in rates in 
favor of Philadelphia and Baltimore were, in a measure,counter¬ 
acted. The New York Central Railroad Company maintains 
that if the present agreed differentials had been strictly ad¬ 
hered to, business that legitimately belongs to New York 
would have been diverted to the Southern ports. 

This, of course, raises a new question, viz.: What has 
been the actual relative adjustment of rates 
for the period during which the distribution 
of traffic took place, as reported in the fore¬ 
going statements! 

If this were known, some opinion could be formed as to the 
future adjustment. It is not maintained that any of the Trunk 
Lines or their connections have very strictly adhered to the 
established and published tariff. If is very probable that 
concessions made by the New York roads have been promptly, 
although not openly, met by the other railroads, and vice versa. 

It might be possible, but it would be very difficult, to ascer¬ 
tain the actual rates that were charged to each of the cities by 
each of the roads during the periods named. Could this in¬ 
formation be obtained, it might form a correct basis for a new 
adjustment of differences m rates, provided it is conceded that 
the distribution of traffic during the last three years has been 
satisfactory. 

But in the absence of the knowledge of the actual rates that 
have been charged under which these results were reached, we 
have only to deal with the simple fact, that during the last 
three years, under an adjustment of rates that is unknown, 
there has been no material change in the relative distribution 
of the traffic between the four cities. During a portion of 
the time, in 1878-79, hardly any serious attempt was made to 
maintain rates. During a period in 1879 a war of rates was 
carried on ; but, commencing with July, 1879, and during the 
year 1880, rates were more strictly maintained than at any 
previous time in the history of the Trunk Line competition; 
but even during that period the railroads made rates from time 
to time to suit their own interests, regardless of the agreed 
adjustments. 

We must, therefore, conclude that the results as presented in 
Statements A and B, were obtained under free competition, re- 
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stricted during some portions of the time within narrower lim¬ 
its than under an open war of rates. While, therefore, these 
statistics have no value in determining the opera¬ 
tions of differential rates in the past, or for the 
purpose of basing upon them a new adjustment, they pos¬ 
sess great value as showing the distribution of 
traffic under the operation of free competition, 
uninfluenced by any fixed adjustment of trans¬ 
portation rates. 

Another very important conclusion must be drawn from the 
facts presented, viz.: That the constancy with which 
this distribution has taken p 1 at; e under 
the free competition of the transportation 
lines, must be ascribed to the existence of 
certain laws and conditions that deter¬ 
mine the d i s t r i b u t i o ik of traffic under free competi¬ 
tion, as such constancy in results could hardly be expected 
from mere accidental causes. 

It, therefore, becomes of great interest to determine, if pos¬ 
sible, what are these conditions that influ¬ 
ence and control the distribution of traffic 
between the rival Railroad Companies and 
rival commercial communities? Upou this point 
I wish to present the following views: 

THE PRIMARY CONDITIONS THAT CONTROL AND LIMIT THE DIS¬ 
TRIBUTION OF TRAFFIC UNINFLUENCED BY 
TRANSPORTATION RATES. 

First .—One of these conditions is: The relative carry¬ 
ing capacity of the Railroads and Transporta¬ 
tion Lines, and the extent of their Terminal 
Facilities. 

The carrying capacity of the Trunk Lines is, during a portion 
of the year, taxed to its full extent; at least this has been the 
case in the last two years, during which statistics have been 
kept in this office, showing the tonnage carried by the Trunk 
Lines while they were taxed to their fullest capacity. If any 
one of the Trunk Lines had carried freight for nothing during 
that period, it could not have increased its tonnage at the ex¬ 
pense of its competitors. 

The question of the adjustment of rates, under these circum¬ 
stances, has, therefore, no practical bearing upon the distri- 
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bution of traffic between the Trunk Lines; and as this distri¬ 
bution affects, in a measure, the distribution between the cities, 
it has no bearing upon the latter. 

The statistics of the relative amount of traffic carried by 
each Trunk Line, show the important fact, that the relative 
amount of business transacted during the period when the 
Trunk Lines were taxed to their fullest extent, and when the 
adjustment of rates could have no influence, did not materially 
differ from the relative amounts of tonnage carried during the 
whole year; which shows that there are certain laws and con¬ 
ditions which regulate the distribution of traffic even at times 
when there is not as much business as the railroads can carry. 

This is further proven by statistics, showing that from June 
15, to November 1, 1881, during the present war of rates, 
when each road made such rates as it saw fit, the distribution 
of the competitive traffic between the Trunk Lines has not ma¬ 
terially changed, as compared with the preceding twelve 
months, ending June 1, 1881, during which period there was 
a nearer approach to a maintenance of rates than at any pre¬ 
vious time. 

It appears from these statistics, that the variations in per¬ 
centages of total tonnage carried by the four Trunk Lines dur¬ 
ing the war of rates, as compared with the previous year, 
when the railroads received reasonable compensation for their 
services, were as follows : 

The N. Y. C. & H. R R.R. gained—1.1 per cent. 

The N. Y., L. E. & W. R.R. gained—1.1 per cent. 

Tbe Pennsylvania R.R.gained—0.5 percent. 

The Balt. & Ohio R.R.lost—2.7 percent. 

The reduction in the percentage of the Baltimore & Ohio 
Railroad was, no doubt, due to the failure of the grain crop in 
the territory which is especially tributary to that road. It may 
also be partially due to the policy of the Baltimore & Ohio, 
during a war of rates, not to carry freight at a loss. 

These statements, it may be remarked here, prove how un¬ 
profitable are wars of rates. They do not change the distribu¬ 
tion of traffic between the competing lines or even between 
competing cities; their only effect is a general reduction in the 
revenue of the roads engaged in them. 

To prove more conclusively that the relative carrying capa- 
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city of the Trunk Lines, and their terminal facilities, primarily 
control the relative amount of traffic received by each city, 
Statement D has been prepared, showing the grain receipts at 
the five Atlantic seaboard cities during the last fifteen years, 
from 1865 to 1880, inclusive; also including the year 1860. 

Immediately after the war, in 1865, the Baltimore & Ohio 
Railroad commenced to enter into competition for the grain 
carrying business, by establishing lines of steamers from Balti¬ 
more and by extending their railroad system and connections 
in the West, through leases, and by constructing new roads. 
Its main line was extended to Chicago in 1874. 

Meanwhile, the Pennsylvania Railroad Company had also 
extended its railroad system in the West, and controlled or 
owned most of its Western connections. It had acquired the 
Northern Central Railroad, and had improved its terminal 
facilities in Baltimore and Philadelphia. We notice, on State¬ 
ment D, consequently, constant increase in the receipts of grain 
at Philadelphia and Baltimore. The receipts at Philadelphia 
increased from 8.6 per cent, in 1865, to 12.3 per cent, in 1870, 
and to 17.4 per cent, in 1876. The Baltimore receipts increased 
from 11.4 per cent, in 1865, to 16.9 per cent, in 1876. 

It was during the war of rates in 1876 that the receipts at 
Baltimore increased 4.7 per cent, over the previous year, show¬ 
ing the effect of the improvements made in transportation and 
terminal facilities, during a year of free competition between 
the transportation lines, uninfluenced by any arbitrary adjust¬ 
ment of rates. 

In the meantime New York had not been idle. Improve¬ 
ments in its terminal facilities were commenced, and increased 
efforts were made to maintain its grain trade ; and we find 
from Statements A, B and D, that since 1877, during which 
period the terminal and transportation facilities have remained 
relatively about the same in the various cities, the distribution 
ot the traffic between those eities has not materially changed. 

Another illustration of the correctness of the above assertions 
as to the controlling power ot terminal facilities, is furnished by 
the experience ot 1881. During the last year, great additions 
have been made to the terminal tacilities at New York, by the 
erection of elevators for the New York, Lake Erie and Western 
and Pennsylvania Railroads, while the terminal facilities of 
the Southern ports have remained stationary. We already 


see the practical effect during 1881 iu the grain receipts in the 
City of New York. While the canal has not brought much 
more than one-half the proportion of grain to New York 
which it carried last year, the increased rail receipts have made 
up the deficiency, so that the relative amount of grain received 
at New York during this year is about the same as last year. 
Without these increased terminal facilities, New York would, 
no doubt, have received less grain, because the competition 
between the railroads has reduced to such a great extent the 
receipts by canal. This was the case during the war of rates 
in 1876, when the relative grain receipts in New York were less 
than in any year since 1865. 

From these facts, showing the controlling influence of the 
relative carrying capacity of the railroads and of the terminal 
facilities upon the distribution of traffic, the conclusion must 
be drawn, that any arbitrary adjustment of rates which might 
be agreed upon, could not be maintained for any length of time, 
if it would have the effect of counteracting these more powerful 
controlling agencies. 

The past history of competition between the Trunk Lines fully 
establishes the fact, that arbitrary differentials have beeu main¬ 
tained only so long as it suited the interests of the competing 
roads. The distribution of tbe grain traffic during the last 
fifteen years between the five cities, as recorded iu Statement 
D, must be considered as the result of free 
competition between the railroad companies, 
and the result of their efforts to improve their 
transportation and terminal facilities, unin¬ 
fluenced by any arbitrary adjustment of 
rates. 

it is important to keep this fact iu view, as it will aid in 
answering the question, “What constitutes just and equitable 
adjustment of transportation rates?” viz.: That adjustment 
is the proper one which does not interfere with the natural 
distribution of traffic as influenced by the transportation facili¬ 
ties of the competing roads. The railroad companies and the 
commercial communities must rely upon their own efforts to 
improve the conditions that legitimately influence the distri¬ 
bution of traffic, rather than upon the efforts of competing roads 
to maintain an arbitrary adjustment of rates, or to ubdercut 
rates one against the other. 


As a second condition which influences the distri¬ 
bution of the grain traffic (constituting about 73 per cent, of 
the total Trunk Line Eastbouud tonnage to the seaboard cities), 
may be mentioned t li e storage capacity of private 
warehouses in the various cities, which limit the 
business transactions, regardless of transportation rates, in 
the same way as the carrying capacity and terminal facilities of 
the railroads. 

The great influence which this storage capacity exercises over 
the distribution of traffic, is illustrated by the experience of 
Baltimore during last summer. Baltimore, having only a 
storage capacity of one-fifth of that of New York, could not, 
under the then existing circumstances, have received more than 
a certain amount of grain, even if it had been carried to that 
city for nothing. The limiting influence of the storage capa¬ 
city is mostly felt during times when there is no, or a small 
demand for export grain. After the storage capacity is ex¬ 
hausted, the railroads can only carry sufficient grain to sup¬ 
ply the demand from day to day. Emergencies of this kind 
frequently occur, and form a strong element in influencing the 
final results of the distribution of traffic between the seaboard 
cities, regardless of adjustment of transportation rates. 

The effect of temporary restrictions of the trade of a city, 
extends far beyond the time during which they exist. Fre¬ 
quent blockades, caused by waut of storage capacity, are a 
permanent injury, and can only be avoided by large additional 
outlay of capital.* 


* The correctness of these views, and the effect of limited storage capacity in 
restricting the distribution of traffic between the rival cities, is shown by the fol¬ 
lowing extract from a letter, published iu the American Exchange, January 3, 
1882. The letter was written by a New York grain merchant, who also does 
business in Baltimore, in answer to an inquiry whether a certain difference 
in rates in favor of Baltimore would overcome the advantages which New York 
possessed. It says : “Yes, we believe that if Baltimore will 
simply increase her storage facilities, and give reason¬ 
able guarantees that she will hereafter refrain from 
the suicidal policy of exorbitaut storage charges” 

“ She could live and hold 

her own even upon an equal freight basis with New York.” 

This means, if Baltimore had the same facilities of transacting business as New 
York (the increased storage charges being the result of want of storage capacity), 
Baltimore could hold her own at even transportation charges. 
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Third .—Other conditions that influence the distribution of 
traffic are, the established commercial rela¬ 
tions of each city in this and foreign coun¬ 
tries, the capital employed, the enterprise of 
its merchants, the shipx^ing facilities, espe¬ 
cially as influenced by the import trade, and 
even by the current passenger and emigrant business—all 
these elements exercise the strongest influence in determining 
the current of trade. 

The advantage which one city may possess in this respect 
cannot be readily counteracted by others less favorably situ¬ 
ated ; at least, any change in these conditions that influence 
the amount of business transacted, must necessarily be of but 
slow growth. The older and established markets should and 
generally do keep up with the improvements made by their 
younger competitors, and it is, therefore, reasonable to expect 
that their relations in this respect will remain permanent. But 
if changed, the change is certainly a legitimate one, mid should 
not be counteracted by any arbitrary adjustment of transporta¬ 
tion rates. 

Fourth .—One of the most important controlling conditions 
affecting the distribution of traffic between the Trunk Lines, 
and, in a measure therefore, between the Atlantic seaboard 
cities, is, the location of the competing rail 
roads, and of their connections relative to 
the territory from which they draw their 
business. 

There seems to be a general impression that the bulk of the 
traffic of the Trunk Lines is drawn from the principal points of 
competition where the products of the country are collected, 
such as Chicago, St. Louis, Cincinnati, fete. That this is not 
the fact, will appear from Statement E, which shows the 
sources from which the traffic that passes over the four Trunk 
Lines is derived; it also shows the relative amount of traffic 
obtained from each of these sources. 

From this statement it appears that the principal points of 
competition, Chicago, Peoria, St. Louis, Indianapolis, Cincin¬ 
nati, and Louisville, furnish only 26.25 per cent, of the whole 
amount of traffic carried by the four Trunk Lines. The traffic 
from these cities has heretofore been apportioned between the 
terminal roads, and the question of the adjustment of rates is, 
2 
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therefore, of little importance, as far as the railroads are con¬ 
cerned, if the agreement in regard to division of traffic is per¬ 
fected and carried out. 

Four other important points, Milwaukee, Cleveland, Detroit 
and Toledo, furnish 9.70 per cent, of the total traffic. At Tole¬ 
do the Wabash, St. Louis and Pacific Kail way traffic is already 
divided. At Detroit a division has been contemplated, and if 
the agreement is perfected, the question of an exact adjustment 
of rates will be eliminated from this portion of the competitive 
traffic. 

From fifteen other less important points (enumerated in Sec. 
III. of Statement E), where there is comparatively a small 
amount of business, and the competition is confined to fewer 
roads, only 6.99 per cent, of the whole Trunk Line Traffic is de¬ 
rived. It would not be difficult to also agree on a division of 
traffic from these sources. 

The terminal points of the Trunk Lines furnish 13.64 percent., 
to which Buffalo alone, where there are practically only two 
competing lines, contributes 9.83 per cent. 

Outside of the competitive points enumerated in this state¬ 
ment, 43.36 per cent, of the total traffic is derived from places 
not enumerated in the first four sections of the statement, and 
which are classified according to States in Sec. V. The bulk 
of this traffic must be looked upon in the nature of local traffic, 
as it is gathered up by the railroads along their lines, and for 
which there is practically little or no competition. The distri¬ 
bution of this traffic between the Trunk Lines is practically de¬ 
termined by the location of the connections of the Trunk Lines, 
regardless of the adjustment of rates, as this business is, or can 
be, controlled locally by the roads to which it is directly tribu¬ 
tary. 

For example, the traffic of the Pennsylvania Kail road, with 
its system of connecting roads, ow ned and controlled by it, 
comes, one half from other sources than the points of competi¬ 
tion named in the three first sections of Statement E. It comes 
from local points along its lines. Only one-fourth comes from 
the principal competitive points named in Sec. I., and the other 
fourth from the smaller competing points as well as from the 
terminal points. This readily accounts for the constancy in the 
relative proportion of the business received by the Pennsyl¬ 
vania Railroad, as well as by the other roads, regardless of 
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rates, whether there is a war of rates or an agreement to main¬ 
tain rates. The same feature as controlling the distribution of 
traffic is also strongly marked in the Baltimore and Ohio Rail¬ 
road. Fifty per cent, of its business is derived from the States 
of Illiuois, Indiana, and Ohio, outside of the competitive points 
specially enumerated in the statement. Only twenty per cent, 
is derived from the principal competitive points; about five per 
cent, from the States west of the Mississippi River, and the rest 
is gathered up from the smaller points of competition and ter¬ 
minal points. Ninety per cent, of its total business is derived 
from points east of the Mississippi River and south of Chicago, 
including Chicago, showing how the location of the road in¬ 
fluences the traffic it receives. 

Although the Baltimore and Ohio Railroad has the same con¬ 
nections as all the other Trunk Lines with the Northwest, its 
capacity seems fully taxed by the business from the territory 
which it immediately serves. 

I have given as a probable cause of the reduction of the per¬ 
centage of the business received by the Baltimore and Ohio 
Railroad during the present war of rates, the fact that the graiu 
crop was a failure iu Southern Illinois, Iudiana and Ohio. It 
will now be clear how much such a local failure of crops must 
affect the traffic of that road. In other years, when there is a 
large crop iu that section of the country, and a failure in the 
Northwestern States, the Baltimore aud Ohio Railroad would 
get relatively larger proportion of grain ; and therefore no 
argument should be based upon the actual amount of tonnage 
carried by each road as to the operation of any particular ad¬ 
justment of rates, without taking into consideration the sources 
of the traffic and the conditions under which it is obtained by 
each road.* 


* Although not directly bearing upon the question under consideration, I will 
here call attention to the interesting fact exhibited in Statement E, bearing upon 
the Trunk Line competition with the Mississippi River route. 

It will be seen from this statement, that 83.81 per cent, of the total Trunk Lire 
traffic is derived from points east of the Mississippi River and south of Chicago, 
including Chicago. From Wisconsin only 5.72 per cent, is received; from Iowa, 
4.79; from Missouri, 5.20; from Arkansas and Texas, etc., 0.48 percent. This 
traffic, combined, amounts to 16.19 per cent, of the total Trunk Line traffic. 

The traffic that is taken from Chicago and Milwaukee, amounting to 17 percent, 
of the whole, comes, no doubt, from the Northwestern States, but is gathered up 
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The fifth and last condition which I will mention that in¬ 
fluences the distribution of traffic between the Trunk Lines is, 
the result of the practice of each compet¬ 
ing- railroad attaching to itself in the course 
of time a certain number of shippers, and re¬ 
taining the same. These shippers become accus¬ 
tomed to the road, and prefer it to others upon equal terms. 
Duriug a contest, or war of rates, each of the competing roads 
assures its regular patrons that it will do as well by them as 
any other road, and thus their business is retained, it is only 
in this way that the constancy in the relative amount of busi¬ 
ness carried by a number of roads from competing points, 
whether rates are maintained or not, can be fully explained. 

Take, for example, Chicago. In June, 1879, it was agreed 
that the Eastbound traffic from Chicago should be divided be¬ 
tween the terminal roads centring at that point, in certain pro¬ 
portions. The statistics for the four preceding years were pro¬ 
duced, and they revealed the fact that each road had carried, 
during that time, and under free competition, about the same 
proportion each year. The new agreement was based upon 
past experience, with some modifications, which were deemed 
just, as decided by the Board of Arbitration ; and it is now 
found, after two years, that, during that time, without any 
artificial effort having been made to change the traffic from one 
road to another, each of the roads has carried about the pro¬ 
portion of traffic that was assigned to it. During the two years, 
4,700,000 tons were carried from Chicago, and only 56,000 tons, 
or 1.2 per cent., would have had to be transferred between the 
roads in order to carry out the agreed division. Rates were 
not strictly maintained during this time, but the distribution 
of traffic being satisfactory, the question of any nice adjust¬ 
ment of rates loses its importance. 

by the roads whose interests are centred at Chicago, and can hardly be diverted 
to the Mississippi River route. The 16.19 per cent, from States west of Chicago 
and the Mississippi River, which is sent direct to the seaboard, is also brought to 
Chicago and St. Louis by roads whose interests are adverse to the Mississippi 
River route, and which will seek to retain this traffic in competition with that 
route. 

Attention is also called to Statement F, showing the distribution of Westbound 
traffic from seaboard cities. Although it has no bearing upon the subject of the 
adjustment of terminal rates, a comparison with Statement E may be of some 
interest. 
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The proper plan, as suggested by these facts which T have 
presented in the foregoing, is: To distribute the t r a ffi c 
at its source, and then let it take its 
natural course to the seaboard. It is much 
easier to determine the relative amount of business that should 
be carried by each of the Trunk Lines, from the points at which 
the traffic originates, than to determine what shall be the 
amount of traffic to be delivered at each of the seaboard cities. 
The latter operation could be compared with an effort to deter 
mine the amount of water that a river shall discharge into the 
ocean, without regard to its source and the extent of territory 
it drains. The great Trunk Lines are nothing but great arteries 
of commerce like rivers; only, with this difference, the rivers 
never run across each other, the territory from which they draw 
their supplies is distinct and well defined. Where railroads 
cross each other or a number terminate at the same point, it is 
only necessary that special agreements should be made at these 
poiuts as to the relative amount of traffic to be carried by each 
competing road, and then the territory that each railroad com¬ 
pany is to serve would be practically defined. It is much easier 
to make these divisions at the point of origin of the traffic than 
to pre determine, without regard to the source and origin, the 
amount of traffic to be delivered at the termini of the Trunk 
Lines, or to attempt by the establishment of arbitrary trans¬ 
portation rates to distribute the traffic between the competing, 
roads or competing cities. In fact, the latter is utterly impos¬ 
sible, and all attempts that are made in that direction must 
fail. 

The expensive contest that is now being waged over the ques¬ 
tion of a nice adjustment of rates, by which is to be determined 
the distribution of the traffic between the seaboard cities, is, 
therefore, more of a theoretical than a practical nature. No 
agreement that runs counter to the natural distribution under 
the conditions which I have commented upon, can ever be car¬ 
ried out. The contest for the competitive traffic should be 
settled at its source, and the traffic should then be allowed to 
flow to the seaboard, uninfluenced by arbitrary rates. 

All these considerations may, at first sight, seem irrelevant 
to the subject of determining the adjustment of transportation 
rates over the Trunk Lines to the seaboard cities; but they 
have a very important bearing upon the question : What is 
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a proper distribution of the competitive traffic? 
which question must be answered before proceeding to the 
second part of the inquiry: How can rates be prac¬ 
tically adjusted so as not to interfere with 
the proper distribution of traffic, as condi¬ 
tioned by the natural and legitimate ele¬ 
ments of competition? 

GENERAL PRINCIPLES INVOLVED IN THE ADJUSTMENT OF 
TRANSPORTATION RATES. 

The principle is generally recognized, that the rates between 
the same competitive points via different competing routes, 
should be the same for the same service performed, and that 
the rates between different points of competition should be based 
upon their relative distance. This principle is carried out in 
the whole territory in which the roads represented on the Joint 
Executive Committee are located. The rates between New 
York and Western competing points, say Chicago, St. Louis 
and Cincinnati, are based upon the relative distances of these 
cities from New York. The same principle was recognized in 
the tariff'of April 13, 1876, when the rates from common points 
West to seaboard cities were based upon these relative dis¬ 
tances 5 but this tariff was never adhered to. The pro rata 
principle, correct as it is, abstractly con¬ 
sidered, cannot be applied in all cases. 
Other principles control the adjustment of rates, and have to 
be recognized, and they are frequently in direct conflict with 
the pro rata principle, and the most powerful factor, which 
overrides all other considerations, is c o m petition. If 
there was no competition for the export traffic between the 
Trunk Lines or seaboard cities, the pro rata principle 
applied to domestic traffic would work satisfactorily to all 
parties. But as the through rates through the various cities 
to foreign destination must be made with a view to meet com¬ 
petition in foreign markets, that is, must be substantially the 
same via all routes, and the Trunk Lines are simply links 
in the through route between the common points of competition 
in this and foreign countries, the proportion of the through 
rates, or that portion of it which the Trunk Lines can charge, 
must be determined with regard to the competition in export 
trade, and that proportion may and does greatly differ from 
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the domestic rate established upon a pro rata principle. Fur¬ 
ther complication arises from the fact, that over one link in 
the through route — over the ocean — the rates cannot be prede¬ 
termined or cannot be adjusted by agreement, but are always 
open and always changing. 

The difficulties of the adjustment of rates to the seaboard 
cities arise, therefore, from the dual position of the Trunk Lines 
as carriers of domestic traffic to the seaboard cities and as 
competitors for through European trade, having the ocean as a 
link in the through route. The agreement of December 18, 
1876, which was the result of long and careful deliberation by 
Trunk Line officers, (see testimony of Mr. George R. Blanchard 
before the “ Special Railroad Committee of the New York As¬ 
sembly,” from page 3155 to page 3156,) recognizes the correct 
principles upon which the adjustment of rates should be based. 
It provides that, 

“ In order to settle all questions now at issue between them (the Trunk Lines) 
with regard to rates to and from competitive points beyond the Western termini 
of their roads, and to and from competitive points East of their Eastern termini, 
and to establish equal rates to aud from the seaboard upon all competitive busi 
ness, and adjust upon an equitable basis business purely local, do agree as fol¬ 
lows : 

“ First. — * * * * that all competitive freight shipped on through bills of lading 
to Europe * * * * shall be at the same through rate to destination, whether 
through the cities of Baltimore, Philadelphia, New York, Boston or Portland. 

“ Second. —That all freight shipped to Baltimore, Philadelphia and New York, 
and afterwards exported, shall be deemed competitive. 

“ Third. —That on freight from all competitive points in the West aDd 
Northwest to Baltimore, Philadelphia and New York, intended for local use and 
consumption, the rates shall be thirteen (13) per cent, less to Baltimore, and ten 
(10) per cent, less to Philadelphia, than to New York from Chicago; and from 
Southwestern points to Baltimore fourteen (14) per cent, less, and to Philadelphia 
nine (9) per cent, less than to New York.” 

This agreement is, however, only of a declaratory character. 
Jt establishes the correct principle upon which rates should be 
adjusted, aud merely shows what it would be desirable to ac¬ 
complish. It was never executed, and can never be, for the 
following reason: It is impracticable to deter¬ 
mine at any one time the lowest ocean rate 
at the several ports and establish in con¬ 
nection with it the same through rate through 
all ports. 
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Several attempts were made to carry out the part of the 
agreement contemplating equal rates on all shipments under 
through bills of lading. A committee of foreign freight agents 
was appointed in 1876, and again in 1880, to receive daily the 
quotations of ocean rates from ail ports, and to give the lowest 
quotations jointly to all Western soliciting agents, upon 
which they were to establish the same through rates through 
the different ports. But the ocean rates change from 
day to day, even from hour to hour, and in order to 
make the same through rates through all ports at the same 
time, it would be necessary that the rates once established 
should at least be maintained for some period of time regard¬ 
less of these changes. This would not be satisfactory to the 
exporter, because, should the ocean rates fall, after through 
rates had been established, he could not take advantage of it, 
and would have to pay higher rates than he could secure on his 
own account. 

It was for this reason that the Chambers of Commerce of a 
number of the western cities, who feared that the railroads in¬ 
tended to secure control of the ocean rates, entered a violent 
protest when it was attempted in March, 1880, to carry out the 
plan (See Circular No. 153, Joint Executive Committee) of mak¬ 
ing the through rates the same via all ports. To the railroads 
this plan is equally objectionable. They would have to adopt 
and guarantee for a certain period of time certain ocean rates, 
and in case of an increase in the ocean rates, they would have 
to reduce their land rates accordingly. The ocean lines would 
not be slow to avail themselves of this feature, and the rail¬ 
roads would have to assume all the risk of, and thereby 
destroy the competition between the ocean carriers, which, if 
left free, might be relied upon to adjust ocean rates to the in¬ 
land rates, and to bring about the desired equalization without 
any effort on the part of the railroads. 

In the ordinary course of competition between the ocean car¬ 
riers, it is certainly reasonable to expect that the rates from 
Baltimore and Philadelphia should always be greater than 
from New York. The ocean routes are much longer than from 
New York ; the length of time and cost of transportation from 
these ports must necessarily be greater on that account, not to 
mention the great advantages New York possesses in control¬ 
ling return cargoes, and its larger amount of passenger and emi- 
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grant traffic and other commercial advantages. Under ordi¬ 
nary circumstances, therefore, according to the laws of free com¬ 
petition, the rates from New York should always be lower. 
But should it be found that this is not the case, it would be 
stroug proof that the competition of Philadelphia and Balti¬ 
more is not felt by the large shipping interest identified with 
New York, or that there exist other disturbing causes. How¬ 
ever this may be, any attempt by the railroads to interfere with 
the free competition of the ocean carriers from the different 
cities, would result in greater evils than the evils which they 
seek to remedy. 

The difficulties encountered, therefore, in attempting to make 
the same rates at the same time through all ports on through 
bills of lading, based on the lowest ocean rate from any port, 
must be considered as insurmountable from the very nature of 
the transaction. 

The difficulties of dealing with the export business 
shipped to the seaboard under domestic bills 
of lading are equally as great. Statement C 
shows that the grain and flour traffic is 72.58 per cent, of the 
total business carried by the four trunk Hues to the seabo ard 
and including provisions, nearly 85 per cent. Statement A 
shows that 80 per cent, of the receipts of flour and grain at 
New York are for export, from Philadelphia, 64.6 per cent, and 
from Baltimore, 84 per cent. Much the larger portion of the 
grain carried by the Trunk Lines to the seaboard is therefore 
export grain. 

The grain shipments to Philadelphia, for 1880, were 49,000,000 
bushels, of which 32,000,000 bushels were exported, leaving only 
17,000,000 bushels for home consumption. The shipments* 
under through bills of lading from Philadelphia (see Statement 
A) were 7.3 per cent. It follows, that 58 per cent, of the total 
receipts at Philadelphia were shipped there under domestic 
bills of lading and afterwards exported. 

At New York the rail receipts were 95,000,000 bushels, 80 per 
cent, of which was exported, and of this only 18.7 per cent, was 
exported under through bills of lading, leaving 61.3 per cent, 
of the total amount of grain brought by the Trunk Lines to 
New York shipped under domestic bills of lading that was 
afterwards exported. A similar condition of affairs is shown to 
have existed at Baltimore. 
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This shows the difficulty of readjusting the inland rates after 
shipments have been made under domestic bills of lading, so 
that the through rates would be the same via all competing 
seaboard cities, and at the same time the lowest that is 
made via any of these cities; and the conclusion must be 
formed that the only practical plan to carry out as near 
as may be possible the principles recognized as correct in the 
contract of December 18, 1876, is to agree upon fixed 
inland rates upon the whole grain traffic, domestic and 
export, and to determine the through rates by adding the 
ocean rates, whatever they may be, from time to time, 
from the different cities to points of destination, and that the 
adjustment of the inland rates to the seaboard 
must be made more with the view to the export trade 
than to the domestic traffic. 

The agreement of April 5, 1877, recognizes the principle that 
fixed differences in rates should be adopted, based upon the 
prevailing ocean rates. It is said that a difference of three 
cents in favor of Baltimore and two cents in favor of Philadel¬ 
phia, corresponded at that time with the increased cost of ocean 
carriage from those ports, but that changes have since taken 
place in the ocean rates which make a readjustment of differ¬ 
entials necessary. It becomes, therefore, necessary to examine 
the facts, to ascertain what were the ocean rates, as well as the 
through rates via the different cities since this agreement was 
made, and what changes have taken place. 

AVERAGE OCEAN RATES DURING THE LAST FOUR YEARS, 

AND COMPARATIVE ESTIMATES OF COST OF TRANS- 
. PORTATION TO AND THROUGH SEABOARD CITIES 

UNDER PREVAILING RATES IN 1880. 

Statement G has been prepared to show the quotations of 
ocean rates during the last four years, and from it it appears 
that the ocean rates via steam from Philadelphia to Liver¬ 
pool, which were four cents higher than from New York in 
1877, were only 1.7 cents higher in 1880, and from Baltimore 
they were 4.6 cents higher in 1877, and 2.6 cents higher in 
1880. But the rates via sail (to Cork, for orders) have uot 
changed to so great an extent. They were more nearly the 
same than steam from all points in 1877, and remain so. At 
Philadelphia, in 1877, they were 0.2 cents less per hundred 


27 


pounds, and in 1880, 0.7 cents less than from New York ; and 
at Baltimore 0.3 cents higher in 1877, and in 1880, 0.5 cents 
higher than from New York. 

To ascertain the average rate from the three ports, the rel¬ 
ative quantities exported by steam and sail have to be taken 
into consideration. Statement Iv contains an estimate of the 
average rate during the whole of the year 1880, and also during 
the first and last six months of the year. The average ocean 
rate during the year, and the differences in the rates between 
Philadelphia and Baltimore and New York, were as follows: 

Average Ocean Rates, Steam and Sail, per Hundred Pounds in 1880. 

From New York. Philadelphia. Baltimore. 

22.81c. 23.79c. 24.71c. 

Higher than from New York, 0.98c. 1.90c. 

It is an important point in the consideration of this whole 
subject, whether it is proper and right that the actual dif¬ 
ferences in the ocean rates during a year from the different 
ports should be taken as the exact differences in the inland 
rail rates, with a view of making the through rates the same 
through all ports. If this point were conceded, the problem 
would seem to be easily solved, by ascertaining the differences 
as above, and making the inland rates as much lower as the 
ocean rates are higher. But this solution is really not quite so 
simple as it at first sight appears. 

First .—The changes in ocean rates cannot be predetermined. 
The serious question arises, for what particular periods in the 
past shall the actual rates be taken as a guide, aud for what 
particular periods in the future? From Statement G, it 
appears that great changes have taken place relatively in 
the ocean rates from the three cities since 1877. Are the dif¬ 
ferences in ocean rates for one year to be taken as the 
differences in inland rail rates for the succeeding year before it 
can be known what they actually will be ? Even during certain 
periods in the same year there are marked differences in the 
ocean rates. For the last six months of 1880 (see Statement K), 
the rates from Philadelphia were only 0.26c. higher than from 
New York, while in the first six months they were 1.71 cents 
higher. From Baltimore they were 1.54c. higher than from 
New York in the last six months of the year, while during the 
first six months they were 2.30 cents higher. No one can antic- 
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ipate the differences in ocean rates during the whole, or during 
the different seasons of the coming year. If differences in ocean 
rates upon which inland rates were based were less than the 
actual difference, it would be unjust to New York ; if more, it 
would be unjust to Philadelphia and Baltimore; and thus the 
distribution of traffic between competing roads and competing 
cities, if sought to be regulated solely by the ad j u s t- 
ment of inland rates upon the differences in 
ocean rates, for fixed periods of time, would 
be at best a mere matter of guess work. 
The average rates during a whole year may never prevail at 
any one time, but the actual, and not the average, which is a 
mere hypothetical rate, control the traffic at the time. 

Second .—The quotations, as reported in these statements, are 
only of rates to Liverpool by steamer, and to Cork, for orders, by 
sail. They therefore apply only to a small proportion of the 
export business. To what extent appears from Statement 
J, which shows the destination of the export grain from 
New York, Philadelphia and Baltimore. The graiu destined 
to Liverpool from New York (about 11,000,000 bushels) consti¬ 
tutes only 10 per cent, of the total export grain from New York, 
while from Baltimore to the same destination 3,500,000 were 
sent, constituting only per cent, of its total exports. The 
grain shipments to Cork, for orders, by sail from New York, were 
19,000,000 bushels of the total exports, or 17.4 per cent., and 
from Baltimore to Cork about 9,000,000 bushels, the same per¬ 
centage of the total shipments as from New York. The rates 
are, therefore, practically, only ascertained for about 27 per 
cent, of the New York, and 24 per cent, of the Baltimore 
exports. 

The question arises: Is it just and proper to take the rates 
on so small a portion of the competitive traffic as the standard 
for the whole export grain ? It may be assumed, perhaps, that 
the rates to Liverpool by steam and to Cork by sail, guide, in a 
measure, the rates to all ports in Great Britain; in that case 
they apply to 57 per cent, of the export grain trade from New 
York, to 49 per cent, from Philadelphia, and to 50 per cent, 
from Baltimore. 

I have not been able to procure the ocean rates charged to other 
countries and to ascertain what are the differences from differ¬ 
ent ports ; and whether there are any settled relations between 
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those rates and the rates to Liverpool and Cork, or whether 
they are made accidentally from day to day as there may be a 
supply of tonnage in the American ports for export to these 
countries. All this information should be had, in order to de¬ 
termine definitely to what extent it is proper and right that 
the quotation of Liverpool and Cork rates should be made ab¬ 
solutely the basis of the difference in inland rates over the Trunk* 
Lines for the whole export grain.* 

In view of the facts just presented : the instability 
of ocean rates and the want of exact in¬ 
formation in regard to the rates to all 
points of competition, the impossibility of 
determining the exact differences in the 
rates that may prevail at any one period, 
it must be conceded that even if the principle to adjust inland 
rail rates on the exact basis of differences in ocean rates were 
adopted as correct, it would be impracticable to 
carry it into practice with justice to all 
parties. To attempt it may work injustice to those who 
advocate it as well as to those who oppose it. It would be a 
mere accident if the interests of all parties were guarded alike 
under this plan of adjusting rates. 

THE EFFECT OF THE COMPETITION BETWEEN THE GRAIN MARKETS 
UPON RELATIVE ADJUSTMENT OF RAIL RATES. 

The adjustment of railroad transportation rates has, so far, 
been considered from the standpoint of the railroad companies 
The question at issue concerns in an equal degree the commer¬ 
cial communities competing with each other for the export 


* Statement J possesses some interest, as showing the relation of the 
different seaboard cities to the grain trade with foreign countries. It shows the 
percentage of total grain exported from the three cities to the various countries, 
and the proportion this constitutes of each city’s actual export. For example: 
New York sends 57 per cent, of its total export grain to Great Britain, which 
forms 61 per cent, of the total received by Great Britain from these three ports; 
Philadelphia sends 48.7 per cent, of its export grain, which constitutes only 14 per 
cent, of the total received from these three ports; Baltimore sends one-half of its 
export grain, which constitutes 25 per cent, of the total received from these three 
ports. 

To Germany, New York contributed 65 per cent., Philadelphia 17.4, and Balti¬ 
more 17.6. To France, New York contributed 32.1 per cent., Philadelphia 16.9 
per cent., and Baltimore 51 per cent. 
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grain trade. It is, therefore, necessary to consider it from the 
broader standpoint of the merchants or the commercial com¬ 
munities engaged in the trade. The railroad companies, in the 
settlement of this question, must necessarily represent not only 
their particular transportation interests, but also the interests 
of the cities with which they are closely allied; in fact, with 
which their interests are identical. 

This introduces a new element, still further complicating this 
already greatly complicated problem. The mere addition of 
the ocean rates to the rail rates, making the same rates 
through all ports upon traffic carried to the seaboard by the 
railroads, even if it were practicable, is not sufficient to solve 
the problem. There are other means of transportation, by 
which export grain is brought to the seaboard, and there are 
also conditions of a commercial nature, which necessarily affect 
the competition between the different markets in the same 
trade. It is not merely a question of railroad transportation 
rates, although that is, no doubt, a very important element. 

Assume, for the sake of illustration, that one of the ports 
possessed great commercial advantages, which, with equal 
transportation rates, would give it a decided preference, to such 
an extent that the whole export business would seek this port. 
Could it be expected that the other ports, less advantageously 
situated, and the railroads identified with them, would be willing 
to allow themselves to be debarred from participating iu the 
commerce of the world; that they would allow their railroad 
facilities, their warehouses and elevators, their capital and in¬ 
vestments to lay idle, out of mere respect for the abstract prin¬ 
ciple that transportation rates to and through all ports must be 
the same, regardless of any and all other considerations that 
control trade and commerce? 

That New York possesses great commercial advantages, such 
as I have mentioned heretofore as influencing the distribution 
of competitive traffic (see page 17 of this report), is generally 
admitted. One of the principal grain merchants of New York 
testified before the “Special Committee on EaiJioads” of the 
New York Assembly (page 704), that tinge advantages were 
worth to the grain trade of New York one cent per hundred 
pounds. This, of course, is a mere individual judgment, and 
its correctness cannot be mathematically demonstiated; but, 
that tLese advantages aie woith something, cannot be denied. 
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Some light is thrown upon this subject by the experience of 
Boston as a grain market. While the iuland rates to Boston 
are nominally the same as to New York (there are reasons to 
suppose they are even lower), the ocean rates from Boston, 
are, as a general rule, much lower than from New York, 
thus making the through rates through Boston less than 
through New York ; aud yet, notwithstanding these conditions, 
which have prevailed for years—-notwithstanding that the .rail¬ 
road and terminal facilities at Boston have of late years been 
greatly improved—we find that the grain receipts at Boston 
have remained relatively the same, during the last twenty 
years. Boston has only kept pace with the other ports, notwith¬ 
standing lower transportation rates through that port. In 
1860 it received 10.4 per cent., or about nine million bushels; 
in 1880,10.88 per cent, of grain, or thirty-seven million bushels; 
showing that Boston, as a grain market, must labor under 
some disadvantages, whatever they may be, that make lower 
rail rates through that port to foreign ports necessary, in order 
to enable it to retain a share of the grain trade. Whether these 
disadvantages are purely of a commercial nature, or whether 
the shipping facilities and storage capacity .of the port are 
such as to limit its capacity to transact business, the facts 
stated are sufficient to indicate that Boston could not maintain 
its proportional share of the grain trade, at the same through 
rates as are made on rail shipments through New York. 

Besides the commercial advantages of New York, that may 
make these lower rates through Boston and other ports neces¬ 
sary, and which cannot be readily estimated in dollars and 
cents, it possesses in the canal advantages of 
cheaper transportation, of which some more definite 
estimate cau be formed. The Erie Canal brings to New York, 
in the seven mouths, during which it is generally in use, a large 
proportion of the total grain receipts at this port. In 1880, it 
brought sixty-nine million bushels, or 40 per cent, of the 
New York receipts, or 20 per cent, of the total receipts at the 
five Atlantic ports, as shown in Statement D. It makes no 
difference to the merchants in Boston, Philadelphia and Balti¬ 
more, competing in the grain trade, how New York receives its 
grain, whether by canal or rail; they can only consider the cost 
at which the grain is brought to New York, regardless of the 
method. If they cannot secure transportation as cheaply, they 
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may be debarred from competing with New York. In this 
view of the case, the cost of transporting grain to New York 
by canal as well as by rail becomes a factor in the adjustment 
of rail rates to other competing cities, which have not the ad¬ 
vantage of water transportation. 

The effect of the cheaper canal transportation upon the av¬ 
erage cost of transportation to New York, and relatively to 
other cities, will appear from Statement L, w'hioh gives an es¬ 
timate of the cost of transporting grain to and through New 
York, Philadelphia or Baltimore via all routes,* including, 
also, the cost of ocean transportation from these cities, based 
upon the statistics of 1880. The following is the result: 

During the whole Year or 1880. 


New York. Pbilad'lphia. Baltimore. 


Average Inland Rates per 100 lbs., allowing 

agreed differences . 25.69c. 27.27c. 26.43c. 

Less to New York .. — 1.58c. 0.74c. 

Less to New York at even rail rates from all 

cities.. . . . ' — 3.58c. 3.74c. 


This statement shows that in case rail rates bad been the 
same in 1880 to the three cities, grain could have been delivered 
at New York for 3.58 cents less per hundred pounds than to 
Philadelphia, and 3.74 ceuts less than to Baltimore; and allow¬ 
ing differences of two and three cents less to Philadelphia and 
Baltimore, respectively, New York still had the advantage in 
rates of 1.58 cents over Philadelphia, and 0.74 cents over 
Baltimore. 

Adding the average ocean rates for the year 1880 to the 
cost of inland carriage, the total cost (on the basis of Chicago 
to Liverpool by steam, and Cork by sail, for orders) has been 
as follows: 



N. Y. 

Phila. 

Balt. 

Through rate, allowing differentials .. 

48.50c. 

51.06c. 

51.14c. 

Through at even rail rates . 

48.50c. 

53.06c. 

54.14c. 

Difference in favor of N. Y., allowing differentials.. 

_ 

2.56c. 

2.64c. 

Difference in favor of N. Y., at even rail rates. 

— 

4.56c. 

5.64c. 


* No estimate can be made of the cost of transportation through Boston, as the 
statistics of grain carried there by the Grand Trunk Railway are not known. 
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This represents the results of the whole year’s operation ; but 
as the canal competition only exists during the navigable sea¬ 
son, an estimate has been made of the average rate during that 
season, and also during the period when navigation is closed. 
The following are the results: 


Average inland rate per 100 pounds, allowing dif- [ 

ferentials.) 

Difference in favor of N. Y. over Phila. 

Difference in favor of Baltimore over X. Y. 

Difference in favor of N. Y., at even rail rates. 

Total through rate, adding the ocean rate, during i 
the last six months of the year, allowing difEer- - 

entials.^.) 

In favor of N. Y., allowing differentials. 

In favor of X. Y., at even rail rates. 


N. Y. 

Phila. 

24.21c. 

25.07c. 


0.86c. 

- 

2.86c. 

49.82c 

50.94c. 

— 

1.12c. 

3.12c. 


Balt. 


24.14c. 


0.07c. 

2.93c. 


1.47c. 

4.47c. 


After allowing a difference in rates of two and three cents to 
Philadelphia and Baltimore, New t York had the advantage 
in rates of 1.12 cents over Philadelphia, and 1.47 cents over 
Baltimore, during the season of navigation. This results from 
the lower cost of transportation by canal. 

During the time of closed navigation, when grain was trans¬ 
ported only by rail to the three cities, the average ocean rates 
(see Statement K) were as follows: 

From.New York.Philadelphia.Baltimore. 

20.01c. 21.72c. 22.$lc. 

In favor of N.Y. — .... 1.71c. 2.30c. 

Allowing the differences in rail rates of two cents to Phila¬ 
delphia and three cents to Baltimore, the average through rates 
on export grain during the season of closed navigation were: 


In favor of Philadelphia .. 0.29c. 

In favor of Baltimore. 0.70c. 

While during the navigable season they were: 

In favor of New York over Philadelphia.. 1.12c. 

In favor of New York over Baltimore . 1.47c. 


These are the facts furnished by the experience of 1880 in 
regard to transportation rates on export grain, as bearing upon 
the general competition between the cities apart from the spe¬ 
cial railroad interest. 
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To what extent tbe advantages in rates in favor of New York 
during the season of navigation (they were less 1.12 cents than 
via Philadelphia, and 1.47 cents less than via Baltimore) are 
counterbalanced by the slower method of canal transportation— 
whether this is or is not a disadvantage, the other ports receiv¬ 
ing grain by rail during the whole year, or to what extent the 
difference in rates in favor of Baltimore and Philadelphia dur¬ 
ing the close of the canal (they were 0.29 cents and 0.70 cents 
less per 100 lbs. respectively via these two cities), are counter¬ 
balanced by the commercial advantages of New York, are ques¬ 
tions that must be left to individual judgment, as no arithmeti¬ 
cal estimate can be made. 

Upon the whole, looking at the results during each of the 
two periods of the year (the average of the whole year cannot 
be used as a criterion), it would seem that the differences in 
rates agreed upon on April 5, 1877, are certainly a remarkably 
close approximation to the actual results of the year 1880, if 
equality of through rates through all ports upon the whole ex¬ 
port grain is considered the end to be attained. 

OCEAN RATES ADJUST TnEMSELVES TO INLAND RATES. 

The near approach to an equalization of through rates 
through all ports, including the grain brought by canal to New 
York during all seasons of the year, is not altogether acci¬ 
dental. There is a compensating principle at work in adjust¬ 
ing ocean rates to the inland ra^tes, which has the natural 
tendency to equalize through rates without the aid of the rail¬ 
roads. The law upon which this principle works 
seems to be fully revealed by the facts re¬ 
corded in the accompanying state m euts, a 
study of which will throw a great deal of light 
uiion the whole question, and greatly simplify 
its solution. 


During the first and second six months of the year 1880, cor¬ 
responding nearly with the periods of closed and open naviga¬ 
tion, the average ocean rates, per 300 lbs., were as follows: 


From 

New York. 

Philadelphia. 

Baltimore. 

During the first six months of 1880. 

20.01c. 

21.72c. 

22.31c. 

During the second six months of 1880 .... 

25.61c. 

25.87c. 

27.15c. 

Increase in the second six months. 

5.60c. 

4.15c. 

4.84c. 
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With the lowering of the inland rates via rail and canal, 
the ocean rates from the three cities advanced, and were 
higher during the season of navigation than they were 
during the season of closed navigation. This increase 
in the ocean rates had the effect of making 
the through rates from Western points to 
European points through all the cities (tak¬ 
ing the inland and ocean rates together), very nearly 
the same during the season of navigation 
as the average of the whole year, although 
the inland rates were much lower during the 
season of navigation. 


The through Rates were from. 

New York. 

Philadelphia. 

Baltimore. 


During season of navigation. 

49.82c. 

50.94c. 

61.29c. 

Average during the year. 

48.50c. 

51.06c. 

51.14c. 


This shows that the reduction in the in¬ 
land rates during the summer months via 
canal and rail benefited only the ocean car¬ 
riers (a fact that should be kept in view, in considering the 
wisdom of the contemplated abolition of tolls on the New York 
State canal). But a more important fact is brought to light by 
these figures, viz.: That the ocean rates advanced 
a great deal more during the season of navi¬ 
gation from New Y o r k than they did from 
the other two cities. The advance in New York was 
5.60 cents, Philadelphia 4.15 cents, Baltimore 4.84 cents per 
100 pounds. 

The greater increase from New York made the difference in 
the ocean rates between the three ports during the season of 
navigation much less. 


Philadelphia. 


Baltimore. 


They were during the first six months of 1880. 
During the last six months.. 


1.71c. 

0.26c. 


2.30c. 

1.54c. 


Showing plainly that either the reduced rates of inland trans¬ 
portation by canal (the canal rates were5.3 cents less than the 
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all rail rates) or the greater demand for tonnage on account of 
the increased receipts of grain at New York, caused a greater 
increase in the ocean rates from New York than from the other 
cities, and more nearly equalized the through rates through 
these cities, still giving to New York the advantage of 1.12 
cents over Philadelphia and 1.47 cents over Baltimore. 

It is of course impossible to state to which of these two causes 
the increased ocean rates must be ascribed ; but, in either case, 
it is due to the fact that New York possesses a canal and 
cheaper transportation facilities than the other cities. 

It is not positively known that the differences of two and 
three cents were fully maintained during 1880. If it be true, 
as it is stated, that concessions were made by the New York 
roads, it might explain the fact that the ocean rates at Balti¬ 
more were during the winter season only 2.3 cents higher, cor¬ 
responding to a probable reduction of 0.7 cents per one hundred 
pounds in the inland rate to New York, or reduced elevator 
charges. This, of course, is a mere conjecture. The fact, 
however, seems to be established, that the ocean rates 
adapt themselves to the inland rates, dur¬ 
ing navigation, when lower rates prevail to 
New York, as well as during closed nav¬ 
igation, when lower inland rates prevail 
to Philadelphia and Baltimore. 

These conclusions, however, are based only upon the experi¬ 
ence of the year 1880. But, as during that year the agreed 
rates were more nearly maintained than in any previous year, 
the results obtained may be considered more reliable than in 
other years, during which violent changes in rates took place, 
and no clear knowledge of the rates actually charged during 
all periods can be obtained. 

But the year 1880 is not the only year in which the facts just 
mentioned were developed. During the first four months of 
1881, when inland rates were still maintained, the ocean rates 
from Baltimore were 2.74 higher than from New York (see 
Statement II), while during the succeeding seven months they 
were only 0.3 cents higher. The latter were the differences in 
ocean rates during the railroad war, when probably there was 
a nearer approach to equality in the inland rates via all routes 
to all cities (the canal rates being nearly the same as the rail 
rates), showing that whether differentials are maintained or not, 
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free ocean competition acts, at least in a 
great measure, as an equalizer of the through 
rates. 

From Statement G, it also appears that the difference in ocean 
rates between New York and Baltimore followed the same law in 
previous years. The differences in favor of New York, in rates 
to Liverpool by steam, were: 

First six months of 1877, 5.9c. Second six months, 3.3c. 

“ “ “ “ 1878, 4.7c. “ “ “ 2.7c. 

*■ “ “ “ 1879, 3,0c. “ “ “ 1.9c. 

Sail rates to Cork for orders, from Baltimore, were: 

First six months of 1877, 1.7c. more. Second six months of 1877, 1.0c. less. 

“ “ “ “ 1879, 0.8c. “ “ “ “ “ 1879, 0.7c. “ 

The year 187S was an abnormal year, as the rail and canal 

rates during the first halt' of the year were lower than during 
the k last half; consequently, we see from Statement G, 
that the ocean rates were higher during the first six months 
than during the last six. 


There were by Steam to Liverpool from. 

N. Y. 

Phila. 


During the first six months of 1878. 

27.3c. 

29.7c. 

During the second six months of 1878. 

23.0c. 

26.7c. 



Although apparently these results are contradictory to the 
general rule, according to which ocean rates should be lower in 
the winter season than in the summer, they really establish its 
correctness. 

Besides the evidence of these statistics, we have the testi¬ 
mony before the “Special Railroad Committee” of the New 
York Assembly, to tbe same effect. Mr. William Volkens, a 
member of one of the largest shipping firms in the country, 
says, on page 665: 

“ Answer .—Grain freights from Baltimore to European ports are generally from 
3d. to 6d. (125 cents to 2.5 cents, per 100 lbs.) higher; I have known iDstancesof 
9d. to a shilling (3.75 to 5 cents per 100 lbs.) higher than from New York ; but 
now in the summer time, when the canal brings so much more stuff to New York, 
the rates are about the same as from Baltimore. 

“ Question .—In the summer the rates from Baltimore are about the same as 
from New York ? 

“ Answer .—Not always, but sometimes; frequently in the height of summer.” 
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Mr. David Bingham, in his answer to the question, how much 
higher the ocean rates are from Baltimore than from New 
York (page 702) says: 

“ By steam about a penny a bushel (3.3 cents per 100 lbs.), and perhaps a penny 
half-penny a quarter (0.6 cents per 100 lbs.) by sail, but just now (June 23, 1879,) 
the rates are lower in Baltimore than they are in New York, owing to the in¬ 
creased quantity of grain coming this way.” 

There can therefore be no doubt that the cheaper canal 
transportation to New York, either directly or through the con¬ 
sequent increase in grain receipts at New York, affects the dif¬ 
ferences in ocean rates from the different cities, and in an ad¬ 
justment of rail rates to these different cities, if it is to be based 
upon the differences in the prevailing ocean rates, the influence 
of the canal as a competing element cannot be ignored. If the 
difference in ocean rates from the competing cities are wiped 
out by the canal influence in directing the grain to New York, 
as it appears to be the case, it does not follow that the differ¬ 
ences in the inland rail rates to these cities should also be 
wiped out. The very conditions that give to New 
York the preference in inland rates, as well as 
establish it as the first grain market of the. 
country, cannot justly be a s s i g n e d as a reaso n 
for depriving Baltimore a nd Ph i 1 ad e 1 p h i a of 
such advantages as they may possess in a 
s h orte r a n d c li eaper ini a n d c a r r i a g e. 

I he estimates of the average cost of transportation, submit¬ 
ted in Statement L, are based upon the rates that actually pre¬ 
vailed during the year 1880, by all routes, including the canal, 
and are believed to be substantially correct. But for the pre¬ 
sent purpose it does not matter whether they are exactly correct 
°r »ot, as I merely wish to use them as an illustration of the 
facts and principles involved in this problem. These estimates 
show that the average cost of transporting grain to New York 
during the navigable season, was 24.21 cents per 100 pounds, 
and to Baltimore 24.14 cents, assuming that the differences in 
rate of 3 cents in favor ot Baltimore had been strictly maintained. 
The all-rail rate to New York is estimated at 27.5 cents (the 
nominal tariff was 30 cents). Assuming, for the sake of argu¬ 
ment, that the ocean rates were the same from both ports, and 
that; the Baltimore merchants would have had to pay the same 
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all-rail rate as to New York, 27.5 cents, when the average cost 
to New York merchants, including canal transportation, during 
the season of navigation, did not exceed 24.21 cents per hun¬ 
dred pounds, the question may well be asked: Whether Balti¬ 
more could under such conditions have secured a share of the 
grain trade ? Considering further, that the average ocean rate 
by steam and sail during the navigable season of 1880, was 
1.54 cents higher, and consequently the through raCte via Balti¬ 
more 4.47 cents higher then via New York, it could hardly be 
expected that with equal inland rates Baltimore could have 
competed with New York in the grain market. 

The principle, that the through rates from common poiuts in 
the West to common poiuts in Europe, should be the same via 
all ports, which is insisted upon by New York merchants as 
correct, would certainly not have been carried out. There can 
hardly be any doubt that in the adjustment of transportation 
rates, the effect of the lower rates of transportation via canal to 
New York upon the relative price of graiu iu the different mar¬ 
kets, must be taken into consideration by the merchants in the 
competing cities. 

But a more difficult question arises between the railroad 
companies themselves. The adjustment of the rail rates to 
Baltimore and Philadelphia upon the basis of the average 
rates to New York, including the canal rates, necessarily re¬ 
sult in lower rail rates to Philadelphia and Baltimore than to 
New York.. The question may well be asked: “If the New 
York railroads can carry grain in competition with the canal, 
at certain increased rates over the canal rates, why efinuot the 
Philadelphia and Baltimore roads do the same, assuming ocean 
rates to be the same from all ports?” 

Looking upon the subject simply in this light, disregarding 
all other facts which have a bearing upon the adjustment of 
competitive rates, the New York roads have a right to object 
to differentials in favor of Baltimore and Philadelphia. 

But is it possible to deal with this question as simply one of 
railroad competition, when it is complicated with so many 
other conditions that act and react upon it, and which in the 
practical solution of the problem cannot be ignored ? 

The New York railroads must, in the first place, adjust their 
rates with the view of directly meeting the canal competition. 
Experience shows that they can charge more than the routes 
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via lake and canal, including' the insurance on the water routes. 
Were the New York railroads to attempt to make their charges 
the same, it could only lead to ruinous competition, which 
would make the business unprofitable, both to the railroads 
and to the canal, and practically wipe out the advantages of 
the canal to New York. 

We find that during the navigable season of 1880, when rail 
rates were kept unusually high, (5.3 cents higher than by lake 
and canal, 2.25 cents higher than by lake and rail) the rail¬ 
roads were enabled to carry 46 per cent, of the grain to New 
York—the canal carrying 54 per cent.; while in 1876, during the 
war of rates, when rail rates were very low—perhaps as low as 
the canal rates, if not lower—the railroads carried 65 per cent., 
and the canal only 35 per cent. But the total receipts at New 
York, by all routes, were less during that year than during any 
previous year since 1865. It is therefore evident that it is the true 
policy of the New York roads to keep their rail rates sufficiently 
above the canal rates, to secure for themselves a reasonable 
remuneration for their services, and at the same time to secure 
to New York some of the advantages of canal transportation. 

Having adjusted the all-rail rates to New York with this 
end in view, the question next arises : What shall be the rail 
rates to Philadelphia, Baltimore, and Boston, which will enable 
these cities to secure a reasonable share of the traffic, pro¬ 
portionate with their facilities of transportation and their 
commercial ability to transact the business ? Tlie transport¬ 
ation rates to the other cities must, of course, be adjusted to 
meet the combined influence of rail and water transportation 
upon the price of grain in New York. No mathematical solu¬ 
tion of this question is possible, but this conclusion may be 
fairly drawn from these considerations: Assuming the ocean 
rates to be the same from all cities, then, if the railroads were 
to charge the same inland rail rates to Baltimore and Phila¬ 
delphia as are charged to New York, it would leave the full 
advantage of the lower canal rates to New York, and would 
wipe out entirely the natural advantages which Baltimore 
and Philadelphia possess in the shorter and cheaper railroad 
transportation to the seaboard. 

In connection, however, with this question, it must also be 
considered that the cheaper rates of canal transportation are 
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due to the inferiority of the services rendered by the canal, 
and for this reason certain allowances should be made for the 
greater length of time, and such other disadvantages as may 
exist, on canal transportation, as compared with transporta¬ 
tion by rail. It would be difficult to estimate these disad¬ 
vantages in dollars and cents, as it is not unfrequently the 
case that shippers prefer canal to rail transportation, the 
additional time required, during which storage room is pro¬ 
vided for the grain, is sometimes an advantage. Grain that 
is brought by the canal to New York at the rate of five cents 
less per hundred pounds than by rail, after it has been stored 
in a warehouse, awaiting export, is certainly worth as much 
in the market as grain that has been carried to New York 
by rail. 

These are all subjects for consideration, and I merely wish 
to call attention to them, without, of course, being able—and 
I suppose no man is able—to fix, precisely, in dollars and 
cents, the advantages or disadvantages to New York of canal 
transportation as compared with all-rail transportation. 

GENERAL CONCLUSIONS. 

I have endeavored to examine carefully the nature of the dis¬ 
agreement between the Trunk Lines upon the question of dif¬ 
ferences in transportation rates to the seaboard cities, in the 
hope that the conflicting views, each of which may be correct 
in itself, might be reconciled, and .the subject could be dealt 
with from some general principles, upon which all parties 
could agree. The conclusions at which I arrive are the fol¬ 
lowing : 

The claim of the Baltimore and Ohio and Pennsylvania 
Railroad Companies for lower inland rail rates is based upon 
the general principle that the transportation charges should 
be regulated, at least to some degree, in accordance with the 
length of the competing routes. ~Wliile this is per¬ 
fectly correct so far as the domestic traffic 
is concerned, it will be admitted that in 
regard to all competitive traffic the 
distance forms no element. The lowest 
through rates established by any one 


42 


competing route establishes the through 
rates by all others, regardless of dis¬ 
tance. 

If it were true that grain could be transported from 
common points west to common points in Europe at lower 
total rates through Baltimore than through New York, 
assuming that all routes possess the 
same advantages to the shipper, and that the 
ocean rates are the same from all ports, the position of the 
Baltimore and Philadelphia railroads that they must have 
lower inland rates, simply because their inland routes are 
shorter, could not be maintained, no matter how short their 
routes might be. 

This general principle was fully recognized in the con¬ 
vention of December, 1876, and in the agreement of Decem¬ 
ber 18, 1876. It is difficult to see how any other rule could 
lead to any other result than continual warfare between com¬ 
peting transportation lines. 

On the other hand, the New York railroads, while insisting 
upon the practical enforcement of this principle, do not 
go far enough in its application. They in¬ 
tend to restrict it simply to the competition between the 
railroads, disregarding other transportation routes affecting 
the competition between the commercial communities. But 
if the New York railroads insist that the railroad competi¬ 
tion alone shall be taken into account, the claim of the Phi¬ 
ladelphia and Baltimore railroads for lower transportation 
charges on account of their shorter and cheaper routes to the 
ocean, would thereby be justified. The principle of adjust¬ 
ing rates with the view of enabling the different cities to 
compete with each other upon equal footing, must either be 
adopted throughout, or need not to be adopted at all. 

The only common ground that all parties to this contest 
can occupy, would seem to be that the through rates 
on all competitive business should be made 
alike, or as nearly so as may be practicable, 
upon the whole competitive traffic, and not only 
upon the railroad traffic. This principle being once 
acknowledged, then the question would arise as to the prac¬ 
tical adjustment of rates upon that basis. If it were true 
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that the ocean rates from all the ports were the same, then 
there should be no objection that the average inland rates by 
all routes (water and rail) should also be the same, making 
allowance, of course, for the disadvantages of routes, if they 
exist. 

It has been taken for granted in the late discussion of 
this subject, both in railroad and commercial circles, that 
the ocean rates from the three cities are now practically 
the same, and this is the foundation for the claim that the 
inland rates should be the same. But are the ocean rates 
really the same ? The statements herewith submitted do not 
show that they are. Misapprehension has been 
created by dealing with the average ocean 
rates for the whole year. It will be readily seen, 
that if the ocean rates during six months of the year 
were three cents lower from Baltimore or Philadelphia 
than from New York, and for the other six months they were 
three cents higher, the average for the year would show that 
the rates were the same. Yet as competition is carried on 
from day to day, and under different conditions during differ¬ 
ent seasons of the year, the rates prevailing each day, and not 
the average rates for the year, which may never be charged, 
control the business. 

During the first four months of this year (see Statement H) 
the average ocean rates, steam and sail, were 2.74 cents 
higher from Baltimore than from New York. It is not prob¬ 
able that Baltimore, during those four months, could have 
secured any business at the same inland rate and adding the 
higher ocean rate. From May to November of this year the 
average ocean rates, steam and sail, were only 0.3 cents 
higher from Baltimore than from New York; while in 1880 
they were 1.54 cents higher; and yet we do not find that the 
reduction in ocean rates in 1881 gave to Baltimore more 
than its usual proportion of the grain business, in fact its 
grain receipts have been considerably less. 

The great fluctuations constantly taking place in the ocean 
rates at different seasons of the year, under the ever chang¬ 
ing conditions of commerce, make it entirely impracticable 
to vary the inland rates from day to day as the ocean rates 
may vary. No man, be he ever so wise, can foretell what will 
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be the difference in the ocean rates during any particular 
period in the future, and the plan of equalizing the through 
rates, based upon the sum of ocean and inland rates, can 
never be successfully carried out. It is therefore fortunate 
that we have evidence that the ocean 
rates adapt themselves to the inland 
rates with more precision than human 
wisdom could devise. This is the one redeeming 
feature in this whole intricate problem, and which may be 
relied upon, in a great measure, for an equalization of the 
through rates through the different cities. 

From this view of the case it would seem that too much 
stress has been laid upon the necessity of a nice adjustment 
of inland rates, from the operation of which it is expected 
that each of the railroads and each of the cities should get 
exactly that proportion of the competitive traffic to which it 
may consider itself entitled. This expectation is entertained 
in face of the fact that differential rates heretofore have 
never been observed whenever they came in conflict with the 
more legitimate conditions of competition; and there is not 
the least prospect that they ever will be maintained, nor 
ought they to be, if they operate unjustly toward any of the 
railroads or communities affected by them. 

Relying, in a great measure, upon the ocean rates to adapt 
themselves to the inland rates, and bearing in mind that the 
distribution of traffic between the Trunk Lines and cities is 
controlled by other conditions than mere agreements as to 
rates, a fact that is well established by the constancy with 
which this traffic divides itself, regardless of -transportation 
rates, the true plan evidently is, to agree upon a proper dis¬ 
tribution of that traffic at its source, if possible, and then to 
allow it to flow to the different cities according to the natural 
laws of trade. The rates should be sufficiently flexible, and 
might be changed from time to time, so as to secure to the 
competing lines the agreed amount of traffic based upon the 
distribution of traffic as it took place under free competition. 
This is a much more direct and practical way of securing 
justice to each road, than to attempt to predetermine and 
enforce rates, under the impression that this could bring 
about a satisfactory division of traffic. 
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There is no danger that under this plan any one city would 
be discriminated against. None of the Trunk Lines are ex¬ 
clusively identified with any one of the cities; they are in¬ 
terested in the traffic of all, and they desire to serve all. The 
New York Central and Hudson River Railroad forms part of 
lines to Baltimore, Philadelphia and Boston, as well as to 
New York. The New York, Lake Erie and Western Railroad 
is interested in Boston and Philadelphia, as well as in New 
York ; and the Pennsylvania Railroad serves the four cities. 
The Baltimore and Ohio Railroad, more exclusively a Balti¬ 
more railroad, is seeking for a separate entrance into New 
York. Forty per cent, of the East bound tonnage received 
at Philadelphia is carried there by the New York roads ; 80 
per cent, of the Boston business is carried there by the New 
York roads ; 7 per cent, of the Baltimore business is carried 
there by New York roads, and 40 per cent, by the Pennsyl¬ 
vania Railroad. The Pennsylvania Railroad contributes 20 
per cent, to the New York business. 

The idea that any one of these railroads, after having made 
large investments to secure business to all cities, is working 
exclusively in favor of any one and against all others, is not 
borne out by the facts in the case. They are interested in 
the prosperity of all; and although each may show a natural 
preference to the city with which it is more closely identi¬ 
fied, it is not in a position to discriminate unjustly against the 
others, except at a loss of a large amount of revenue. The 
controlling principle of each of the Trunk Lines is to do all 
the business it can secure for any city. The Pennsylvania 
Railroad certainly would not continue to carry freight to New 
York if it were an injury to Philadelphia ; nor would the New 
York Central and Erie roads carry to Baltimore, Philadelphia 
and Boston if it were an injury to New York. They could 
easily confine their business to any one city if they desired 
to discriminate in its favor, by charging higher rates to the 
other cities; but each company carries (as common carriers 
should do) business wherever it is wanted, and to the full ex¬ 
tent of its capacity ; and the fact that they do this is alone 
sufficient evidence that they have no desire to discriminate 
in favor of or against any one city, but propose to allow the 
traffic to flow according to the laws of trade and commerce. 


I regret that this report has extended to so great a length : 
but it will be admitted that the subject is one of the most 
complex and intricate nature, upon which there may justly be 
a great diversity of judgment according to the different stand¬ 
points from which it is viewed. It will also be admitted, that 
so far the problem has only been dealt with upon its surface 
indications, and a more exhaustive examination and analysis 
seemed justified by its great importance, and the great losses 
that are incurred by a continued failure to agree upon its 
final solution. 

If I have been able to call attention to some of the facts 
which have heretofore received only partial if any considera¬ 
tion, and if this leads to a fuller examination and to a final 
settlement of this vexed question upon a permanent basis, 
the object of this report has been fully attained ; and in that 
case I need not apologize for its great length. 

ALBERT FINK, 

Commissioner. 


Postscript. 

The question of marine insurance has not been 
considered above. I recently called upon Mr. Frank Firth, 
President of the Erie and Western Transportation Company, 
for information on this subject, and he has made some esti¬ 
mates and written a report, in which he gives the following 
general conclusions. I have, however, had no time to exam¬ 
ine into the matter. 

First .—The cost of marine insurance constitutes an impor¬ 
tant element in comparing the total cost of movement by ocean 
from different seaboard cities. 

Second .—The differences in cost of ocean marine insurance 
by different classes of capacity, and for important periods, 
greatly exceed the present differentials in rail rates. 

Third. —A differential rate that might overcome the in¬ 
creased ocean cost, due to an inferior insurance class of ocean 
capacity, and permit a movement of cor n by a given port, 
might not, owing to the higher insurance cost per 100 pounds, 
similarly permit a movement of wheat. 
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Office of Commissioner, New York, Dec. 1, 1881. 

STATEMENT A. 


Showing the Total number of Bushels of Gi aia (including Flour) Received at and Exported from the Four 
Atlantic Ports , during the Years 1878, 1879 and 1880. Compiled from Produce Exchange Reports. 



Receipts. 

Exports. 

Receipts in Excess 
of Exports. 


Bushels. 

Per cent, 
of Total 
Rec’ts. 

Bushels. 

Per cent, 
of Total 
Exports. 

Per 

cent, of 
Rec’ts. 

Bushels. 

Per 

cent, of 
Rec’ts. 

I. —For Year 1878. 

New York : 

63,905,872 

85,350,079 

3,606,219 

23 4 







31 .3 







1.3 






Total, New York, 

152,862,170 

27,291,781 

45,474,650 

47,075,240 

56.(T 
10.0 

107,819.044 

12,941,359 

29,876,327 

39,724.954 

56.6 

6.8 

70.5 

47.4 

45,043,126 

14,350,422 

29.5 

52.6 

Philadelphia. 

Baltimore. 

16.7 

17.3 

15.7 

20.9 

65.7 

84.4 

15,598,323 

7,350,286 

34.3 

15.6 

Total, Four Ports, 

272,703,841 

100.0 

190,361,68 1 

100.0 

69.8 

82,342,157 

30.2 

II.— For Year 1879. 

New York: 

57,044,406 

101,929,243 

4,151,241 

18.4 

32.9 

1.3 






Rail 






Coast. 






Total, New York, 
Boston.. 

103,124,890^ 

32,798,829 

47,398,455 

52.6 

10.6 

124,350,932 

15,774,076 

54.5 

6.9 

76.2 

48.1 

38,773,958 

17,024,753 

23.8 

51.9 

Philadelphia. 

15.3 

32,310,473 

14.2 

68.2 

15,087,982 

31.8 

Baltimore. 

66,799,926 

21.5 

55,629,594 

24.4 

83.3 

11,170,332 

16.7 

Total, Four Ports, 

310,122,100 

100.0 

228,065,075 

100.0 

73.5 

82,057,025 

26.5 

III.— For Year 1880. 

New York: 

Cental 

69,440 901 

21.9 






Rail 

95 414 822 

30.2 

1.4 






Coast. 

4,'236^820 






Total, New York, 
Boston. 

169,092,543 

36,827,476 

49,370,273 

60,642,146 

53.5 

11.7 

135,204,800 

20,449,864 

56.7 

8 5 

80.0 

55.5 

33,887,743 

16,377,612 

20.0 

44.5 

Philadelphia. 

15.6 

31,894,362 

13.4 

64.6 

17,475,911 

35.4 

Baltimore. 

19.2 

50,957,415 

21.4 

84.0 

9,684,731 

16.0 

Total, Four Ports, 

315,932,438 

100.0 

138,506,441 

100.0“ 

75.5 

77,425,997 

24.5 


Recapitulation in Percentages. 


Years. 

Per cent, of 
Receipts. 

Per cent, of Receipts 

EXPORTED. 

Per cent, of 
Exports. 

Per cent, of 
Excess of 

Receipts in 

1 Exports. 

N. Y. A i Phila. A 
Bout. Balt. 

Pei eent. Per cent. 

New 
York 
Ppr ceut. 

Boston 
Per cent. 

Phila¬ 
delphia 
Per cent. 

Baltimore 
Per cent. 

N. Y. A 
Boat. 
Per cent. 

Phila. A 
Balt. 
Per cent. 

York 
Per cent. 

Boston 
Per cent. 

Phila- 
' delphia 
Per cent. 

Baltimore 
Per cent. 

1878.... 

66.0 * 34.0 

70.5 

47.4 

1 65.7 

84.4 

63.4 

36.6 

29.5 

52.6 

34.3 

15.6 

1879... 

63.2 36.8 

76.2 

48.1 

68.2 

83.3 

61 .4 

38.6 

23.8 

51.9 

31.8 

16.7 

1880... . 

65.2 34.8 

80.0 

55.5 

64.6 

84.0 

65.2 

34.8 

20.0 

44.5 

35.4 

16.0 


Statement showing Tonnage of 8th Class Freight forwarded to the four Atlantic Cities over the four 
Trunk Lints during the year ending December 31, 1880 ; also proportion of same exported on 
Through Bills of Lading. 


Over the Four 
Trunk Lines. 

Boston. 

New York. 

Philadelphia. 

Baltimore. 

Tone. 

| Percent, 
of total 
Tonnage. 

Tons. 

j I'er cent, 
of total 
Tonnage. 

1 Per cem. 
Tons. of total 

Tonnage. 

Tons. 

Per cent, 
of total 
Tonnage. 

Total tonnage. 

Shipped on Foreign B. L .. 
Shipped on Domestic B. L.. 

593,732 

293,713 

300,019 

* * _ 

| 2.380.782 

446,279 
1,934,503 


1,117,990 . 

1,332,091 

24,776 

1,307,315 


’ 49!5' 

| 50 5 

■'is:? 

, 81.3 

81,588 , 7.3 

1,036,402 , 92.7 

1.9 

98.1 
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STATKMKNT B. 


Showing the relative amount of West and East Bound , and Export Tonnage (under through bills of 
lading ), of all classes, of the Four -Atlantic Cities , during the periods named below: 


West Bound Tonnage 

Forwarded from the Four Atlantic Cities , including a portion of Neio England , over the Five 

Trunk Lines. 


Periods of Time. 

•1 

Total Tons 
from Four 
Atlantic 
Cities. 

Percentage of each City 
Total Tonnage. 

OF 

New 

York. 

Boston 
& N. E. 

Phila. 

Balt. 

Total. 

I.- 

—For the year of 1878. . 


1,274,858 

58.1 

16.2 

15.5 

10.2 

100.0 

II, 

—For the year of 1879. 


1,534,923 

54.2 

16.3 

16.1 

13.4 

100.0 

III 

—For the year of 1880. 


1,871,480 

54.6 

16.5 

16.0 

12.9 

100.0 

IV, 

—For the 8 months ending Aug. 31, 

1881, 

1,297,563 

56.3 

18.9 

| | 

13.6 

11.2 

100.0 


East Bound Tonnage 


Over the Four Trunk Lines , exclusive of Live Slock. 


Periods of Time. 

Total Tons 
to Four 
Atlantic 
Cities. 

Percentage of each City of 

Total Tonnage, 

New 

York. 

i Boston 
& N. E. 

Phila. 

Balt. 

Total. 

I.—For the year of 1878 . 

7,318,000 

42.8 

22.0 

17.6 

17.6 

100.0 

II.—For the 12 months ending July 31, 1880, 

8,934,000 

43.2 

, 19.5 

18.4 

18.9 

100.0 • 

III.—For the 12 months ending July 31, 1881, 

8,973,000 

44.3 

| 23.3 

16.1 

16.3 

100.0 


Export under Through Bills of Lading. 


Over the Four Trunk Lines. 


~ Total 

Percentage of each City of 

Total Tonnage. 

r ERIODS OF J. IME. 

Tonnage. 

New 

York. 

Boston 

Phila. 

Balt. 

Total. 

I.—August 1, 1879, to July 31, 1880 . 

II.—August 1, 1880, to July 31, 1881. 

1,293,030 

1,329,826 

56.1 

57.1 

29.0 

32.0 

10.9 | 
14 

4.0 
. 3.5 

100.0 

100.0 


Note.—T he four Trunk Lines when mentioned means the New York Central and Hudson 
River, the New York, Lake Erie and Western, the Pennsylvania and the Baltimore aud Ohio 
Railroads ; when the five Truck Lines are referred to, the Grand Trunk Railway of Canada is 
included. 














































STATEMENT C. 

r I .—The “ Receipts ” of Dead Freight (in classes) and Cattle and Hogs, by the four Trunk Roads, at New York City, Boston, Philadelphia and Baltimore (Eastbound). 
tatement j II.— The “ Exports" (in classes) under Through Bills of Lading, via New York City, Boston, Philadelphia and Baltimore (Eastbound). 
showing ‘j III.— The “ 7th Class Traffic ” Receipts by the four Trunk Roads, and Exports according to Produce Exchange Report (Eastbound). 

[ W—The “ Itnpot'ts ” destined to Trunk Line Termini and West thereof, arriving at New York, Boston, Philadelphia and Baltimore (Westbound). 


During 

Year 

1880. 


I.—Receipts. 


-- 







Classification (in Tons) 

— 






Cattle. 

Hogs. 

Atlantic Cities. 

i. 

II. 

III. 

IV. 

v. ; 

VL 

vii. : 

VIII. 

X. 

XI. 

Cotton. Tobacco. 

Iron. 

Special. 

Total. 

Tons. 

Tons. 

'o New York City. 

“ Boston. 

“ Philadelphia. 

Baltimore. 

12,602 

2.570 

2,801 

1,108 

14.754 

29,972 

12,358 

1,077 

80,407 

15,385 

12,279 

6,391 

15,838 
4,064 
2,741 : 
1,215 

42,210 | 
10,705 ; 
9,003 
6,385 

119,881 

20,605 

31,766 

20,123 

611,189 

111,037 

120,169 

71,923 

2,411,731 

593,732 

1,117,990 

1,332,091 

202,812 

05,793 

87,689 

20,147 

32,107 

3,708 

6,851 

12,383 

53,017 

27,051 

13,830 

8,107 

75,403 

2,253 

3,912 

6,604 

11,836 

1,996 

9.780 

4,400 

10,208 

5,993 

2,109 

820 

3,693,995 

894,864 

1,435,278 

1,492,774 

420,855 

39,054 

87,788 

34,363 

152,580 

48,969 

30,316 

33,114 

Total. 

Proportion of each class . 

19,081 

0.25 

68,161 

0.78 

114,462 
i 1.52 

23 858 
0.32 

68,303 

0.91 

194,375 
j 2.59 

914,318 

12.16 

5,455.544 

72.58 

376,441 

5.01 

55,049 

0.73 

102,005 

1.36 

88,172 

1.17 

28.012 
j 0.37 

19,130 

0.25 

7,516,911 

100.00 

582,060 

264,978 


1 
















II.—Exports under Through Bills of Lading. 


Classification (in Tons). 


Atlantic Cities. 


,’ia New York City . 

‘ 1 Boston. 

“ Philadelphia.... 
“ Baltimore. 


Total. 


" I- 1 

II. 

III. 

IV. 

V. VI. 

VII. 

VIII. 

X. XI. 

Cotton. 

Tobacco. 

Iron. 

Special. 

Total. 

432 

4 

. 41 

371 

41 

62 

0 

1,570 

289 

580 

94 

1,579 

817 

135 

19 

fe,518 17,423 

1,099 351 

401 991 

302 313 

269,099 

80,189 

51,409 

23,350 

446,279 

293,662 

81,377 

24,825 

4,819 17,903 

4.406 2,978 

402 4,211 

845 431 

28,431 

19,550 

6,857 

6,124 

18,105 

1,333 

1,656 

1,311 


349 

814,878 

404,719 

148,301 

57,619 


119 



482 

2.53 

474 

; 0 82 

2,533 

221 

2,550 
; 10.69 

10,320 19,078 

15.11 9.82 

424,047 

46.38 

846,143 

15.51 

10.472 25,523 

2 78 46.36 

60.962 

59 76 

22,405 

25.41 


528 

1,425,517 
18 97 

. ! 2.76 


IT.—7th Class—Receipts by the Four Trunk Roads. 
Exports according to Produce Exchange Report. 


' Atlantic Cities. 

Receipts. 

Expor 

TS. 

Per Ct. 

T OII3. 

Per Ct. 

Tons. 

:New York City. 

'Boston. 

Philadelphia . 

nBaltimore. 

\ Total . 

611,189 

111.037 

120,169 

71,923 

66 85 

12.14 

13.14 
7.87 

111! 

68.92 

18.05 

8.24 

4.79 

914,318 

100.00 

717,593 

100.00 


Note.— The receipts of Grand Trunk not being included, the 
Exports show more than Receipts. 


IV.—Imports under Through Bills of Lading. 


Atlantic Cities. 


New York City... 

*Boston. 

Philadelphia. 

Baltimore. 


Total . 

Per cent, of each class 




Classification (in 

Tons). 



Per Ct. of 
Total 
Import. 

I. 

ii. ! 

III. 

IV. ’ 

V. 

Special.; 

California. | 

Total. 

4,185 ! 

317 j 
1,118 
321 

6 289 ! 
176 

1,243 

58 

53 

23 

12.087 

17,737 

7,965 

1,369 

2,703 

] 11,833 | 

1,134 

39,474 

18,288 

45.38 

21.02 

40 

34 

11.786 

6,521 



20,962 

8,268 

24.10 

9.50 

. 




5,941 

6 83 

6,539 

7.52 

1.377 
, 1.58 

! 39.158 
; 45.01 

21.010 
24 15 

11,833 I 
! 13.60 

1,134 

1.31 

| 86.992 
100.00 

100.00 


Import Per Ct. of 
Total West¬ 
bound Tonnage. 


* Note.— The Central Vermont lmpoit Tonnage is included in this statement. 
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STATEMENT J3. 

TOTAL RECEIPTS AND.EXPORTS OF FLOUR AND GRAIN 

At the five Atlantic cities, New York, Philadelphia , Baltimore , Boston and Montreal, during the years 
named below; also, Percentages of each City of Total Receipts. 

Receipts. 


Year. 

Total 
Receipts of 

the 

Five Atlantic 

Cities. 

Percentages of each City of Total Receipts. 


New 

York. 


Phila. 

1 

Balt. 

Boston. 

Montreal. 

Canal. 

Rail. 

Coast. 

Total. 


85,427,151 




63.5 

7.3 

11.2 

10.4 

7.6 


93,753,650 




57.5 

8.6 

11.4 

14.3 

8.2 

i sr.ii 

97,522,166 




61.2 

7.7 

8.6 

11.6 

10.9 

1807 

87,112,779 




55.3 

8.8 

13.1 

12.5 

10.3 

1 808 

106,769,295 




57.9 

11.7 

11.6 

11.0 

7.8 

18G9 

118,268,926 




55.0 

12.3 

11 7 

10.0 , 

11.0 

1870. 

124,461,841 

27.9 

25.9 

2.4 

56.2 

12.3 

11.1 

10.5 

9.9 

1871. 

158,805,433 

33.1 

21.7 

1.6 

56.4 

12.7 

11.0 

9.6 

10.3 

1872. 

170,234,499 

29.7 

22.4 

1.3 

53.4 

14.2 

12.1 

10 0 

10.3 

1873. 

174,525,321 

24.5 

27.5 

0.8 

52.8 

14.3 

11 2 

10.3 

11.4 

1874. 

192,452,353 

24.6 

30.0 

1.2 

55.8 

12.8 

12.9 

9.3 

9.2 

1875. 

179,875,321 

21.1 

30.1 

l.l 

52.3 

15.7 

12.2 

10.2 

9.6 

1876. 

209,082,401 

15.6 

i 28.2 

2.0 

45.8 

17.4 

16 9 

10.9 

9.0 

1877 . 

205,420,366 

23.5 

24.8 

2.0 

50.3 

12.5 

16.9 

11.3 

9.0 

1878. 

293,576,061 

21.76 

29.07 

1.23 

52.06 

15.49 

16.04 

9.29 

7.12 

1879. 

332,485,424 

17.15 

30.66 

1 25 

49.06 

14.25 

20.09 

9.86 

6.74 

1880. 

1 341,349,702 

20.33 

27.95 

1.23 

49.51 

, 14.43 

17.76 

10.88 

7.42 


Exports. 


Year. 

Total Exports 

OF THE 

Five Atlantic Cities. 

Percentages of 

New York. 1 Phila. 

each City o 

Balt. 

f Total Exports. 

Boston. Montreal. 

1873. 

87,407,846 

62.10 

5.50 

10.35 

2 45 

19.60 

1874. 

104,994,100 

62.94 

6.36 

11.96 

3.03 

15.71 

1875. 

90,313,244 

56.12 1 

9.80 

12.63 

4.42 

17.03 

1876. 

125,771,730 

44.13 

17.50 

19.69 

4.80 

13.88 

1877. 

124,582,116 

50.10 

10.82 

20.74 

4.79 

13.55 

1378. 

212,497,231 

50.74 

14.06 

18.69 

6.09 

10.42 

1879. 

249,942,748 

49.75 

12.93 

22.26 

6.31 

8.75 

1880. 

265,383,823 

50.95 1 

12.01 

19.20 

7.71 

10.13 


Note.—T i e above Statement was compiled from Annual Reports of the New York Produce Exchange, with 
the exception of the Percentages of New York, via Canal, Rail and Coast, respectively, of the Total 
Receipts for the years 1870 to 1875, inclusive, which were prepared from Statement on page 198, of the 
- -Railroad Gazette of Anril 19. 1878. 



































































STATEMENT E. 

the Total Tonnage and Per Gent, of Total Tonnage from each Point of its Origin carried from the West, and Termini of the Four Trunk Roads (A 7 ! Y. Central , 
N. Y, L. E. and Western, Penna., Balt, and Ohio), to Points East of the Trunk Line Termini, during the Year ending December 31, 1880. 

Note. —The Tonnage forwarded from Competing Points does not include that which passes through these Points, on through Bills of Lading. _ 


Points of Origin. - 


—From Principal Cities of Competition, Traffic from which has been 
divided. 

Chicago. 

Peoria. 

St. Louis. 

Indianapolis. 

Cincinnati. 

Louisville. 

Total. 

I.—From other Principal Cities, from which Traffic should be divided. 

Milwaukee. . 

Clevelaud.. 

Detroit. 

Toledo. 

Total. 


be divided. 

Mississippi River Points.. 

Missouri River Points. 

Bloomington.. 

Springfield, Illiuois. 

Cairo.. 

Hamilton, Ont. 

Toronto . 

Evansville. 

Fort Wayne. 

Lafayette . 

Terre Haute. 

Vincennes. 

Columbus . 

Dayton.". . 

Sandusky. 

Total. 


Tonnage. 

Per Cent. 

1,512,986 

14.43 

390,148 

3.72 

337,795 

3.22 

285,460 

2 72 

152,756 

1.46 

73,468 

0.70 

2,752,613 

26.25 

278,800 

2.66 

214,620 

2.04 

| 140,324 1 

1.34 

388,778 

3.71 

1,022,522 

>| 

9.75 

326,736 

1 3.12 

.' 78,532 

\ 0.75 

5,016 

l 0.05 

4 500 

j 0.04 1 

8,529 

0.08 

10,806 

0.10 

16,349 

1 0.15 

61,889 

0.59 

.! 33,907 

: 0.32 

. | 27,117 

0.26 

32,012 

0.31 

32,625 

0.31 

.) 18,126 

1 0.17 

48,496 

0 46 

. I 29,798 

| 0.28 

. | 734,438 

1 6.99 


Points of Origin. 


Tonnage. IPer Cent. 


IV.—From Terminal Points of Trunk Lines. 

Buffalo. 

Salamanca... 

Dunkirk . 

Erie. 

Pittsburg. 

Wheeling. 

Parkersburg .. 

Bellairc. 

Total. 


V.—From States, exclusive of Tonnage already reported from Principal 
Cities and Competing Points. 


Wisconsin and N. W. and W. of Mo. River.. 

Iowa. 

Illinois. 

Missouri. 

Ark., Tex., La. and Ind. Ty.. 

California.. 

Michigan. 

Western Canada. .— 

New York State. 

Western Pennsylvania. . . .\T: . 

Ohio . 

Indiana . . 

South of Ohio River. 

West Virginia. 

Unknown. 


Total.. 


Grand Total. 10,488,246 


1,031,792 

9.83 

18,246 

0.17 

19,348 

0.19 

46,786 

0.45 

274,231 

2.62 

25.700 

0.25 

9,270 

0.08 

4,757 

0.05 

1,430,130 

13.64 

320,805 

3.06 

266,246 

2.54 

900,741 

8.59 

38,377 

0.36 

49,899 

0.48 

92.845 

0.22 

399,113 

3.80 

157,649 

! 1.50 

43,013 

0.41 

107.229 

1 1.02 

1,325,631 

12.65 

696,619 

6.64 

168,346 

1.60 

2,093 

0.02 

49,937 

0.48 

4,548,543 

43.37 

10,488,246 

100.00 


Statement showing the Percentages of Tonnage originating from the several Slates, classified according to their Origin in States. 


Origin by States. 


Wisconsin. • 

Iowa. > < 

Missouri . 

Ark.. Tex., La. and Ind. Ty 

Illinois. 

Indiana . 

Michigan . 

rgb.. 


Tonnage. Per Cent. 


5.72 
4.79 
5 20 
0.48 
26.91 
11.15 
5.14 
20.81 


Origin by States. 


Soutfi of Ohio River . 

Western Pennsylvania . 

West Virginia. 

New York State. 

Western Canada . ... 

California. 

Unknown . 

Total . 


Tonnage. Per Cent. 


241,814 • 

2.31 

428,246 

4.08 

37.063 

0.35 

1,112,399 

10.60 

181,804 

1.76 

22,845 

0 22 

49,937 

0.48 

10,488,246 

100.00 
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STATEMENT F. 

Showing the Distribution ancl Per Cent, of Total Tonnage to each Destination of Traffic originating at 
the Four Atlantic, Cities and Eleven Interior New England Competing Points , carried to the West 
bij the Four Trunk Roads (the N. Y Central, N. Y., L. E. & Western , Pennsylvania & Balt. & Ohio). 
Also including Traffic carried by Central Vermont and Grand Trunk from Boston and New Eng. 
land Competing Points , 

During the Year ending December 31, 1880. 

Note. —The New England Competing Points, the Tonnage of which is embraced in this statement, are Lowell 
Nashua, Worcester, Springfield, Providence, South Framingham, Northampton, Holyoke, Westfield, Salem, 
and Fitchburg. 


Destinations. 


Chicago. 

Peoria. 

St. Louis — 
Indianapolis 
Cincinnati... 
Louisville ... 


Milwaukee 
Cleveland . 
Detroit.... 
Toledo 


Mississippi River Points. 
Missouri River Points ... 

Bloomington. 

Springfield. 

Cairo. 

Evansville. 

Fort Wayne. 

Lafayette. 

Terre Haute. 

Columbus. 

Dayton. 

Sandusky. 


Buffalo. 

Pittsburg 
Wheeling. 
Parkersburg. 


Wisconsin and North West.. 

Iowa . 

Illinois. 

Missouri . 

Ark., Tex., La. and Ind. T’y 

California . 

Michigan . 

Western Canada . 

New York State . 

Pennsylvania . 

Ohio. 

Indiana . 

South of Ohio River . 

West Virginia. 


Total, 


Total, 


Total, 


Total, 


Total, 
Grand Total, 


Tonnage. 

Per Cent. 

346,582 

18.52 

11,012 

0 59 

115,776 

6.18 

30,955 

1.65 

118.768 

6.35 

37,069 

1.98 

660,162 

35.27 

45,299 

2.42 

82,288 

4.40 

74,955 

4.01 

.‘30.374 

1.62 

232,916 

12.45 

16,927 

0.91 

37,629 

2.01 

3,739 

0.20 

8,048 

0.43 

929 

0 05 

9,104 

8,865 

0 49 

0.47 

5,730 

0.31 

8,012 

0.43 

22,707 

1.21 

14,845 

0.79 

3,853 

0.31 

142,388 

7.61 

57.587 

3.08 

260,722 

13.93 

22,576 

1.21 

4.592 

0.24 

345,477 " 

18.46 

83,149 

4.44 

29,045 

1.55 

28.324 

1.51 

4,511 

0 24 

7,681 

48,369 

0.41 

2.59 

41,552 

2.22 

25,388 

1.36 

8.884 

0.47 

31.453 

1.68 

128,954 

6.89 

26,006 

1.39 

25,979 

1.39 

1.247 

007 

490.537 

26.21 

1,871,480 

100.00 


Statement showing the Percentages of Tonnage Destined to the several States, classified according In 
their Destination in States. 


Distribution by States. 


Wisconsin . 

Iowa. 

Missouri . . 

Ark., Tex., La. and Ind. T’y 

Illinois. 

Indiana.’ 

Michigan.. .. 

Ohio. 

South of Ohio River. 

Pennsylvania. 

West Virginia. 

New York State. . 

Western Canada.. . 

California. 


Tonnage. 

Per Cent. 

128,448 

6.86 

89,618 

2.12 

164,275 

8.78 

7,681 

0.41 

398.634 

21.30 

88.672 

4.74 

116.507 

6.22 

403,789 

21.57 

63,048 

3.37 

292,175 

15.61 

28,415 

1.52 

66.471 

3.55 

25,383 

1.36 

48,369 

2.59 

1,871,480 

100.00 







































































STATEMENT (;. 


Statement showing Average Quotations of Ocean Rates from the Seaboard Cities named below, 'o Liverpool, by Steamers, and OoicrC for Orders, by Sailing Vessels, 
during the years 1877 to 1880, inclusive. Compiled from New York Produce Exchange Reports. Average Quotations redw-ed to Cents per 100 lbs. 

For First Six Months of each Year. 


To Liverpool, by Steamers. 


To Cork, fob Orders, by Sailing Vessels. 


Year. 


From From 

New York. Philadelphia. 


From 

Baltimore. 


From From Mon- M ?”' From From From 

Bosion. treal—direct. Portland New York. Philadelphia. Baltimore. 


From From 

Boston. Montreal. 


1877.. 

1878.. 

1879.. 

1880.. 


27.3 
18.7 

16.4 


21.7 Cta. 24.1 cts. 

29.7 “ 32.0 - 

213 “ 21.7 “ 

20.3 “ 19.0 •• 


19.3 cts. 
25.7 cts. 28.7 “ 

17.5 “ 187 “ 

16.6 " 21.2 “ 


33.7 cts. 26 3 

45.7 “ 29.3 

83.5 “ 25.0 

35.9 “ 22.9 


26.5 cts. 28 0 cts. 

29.1 “ 29.2 '* 

25 0 “ 25.8 “ 

22.2 *• 23.8 “ 


28 1 Cts. 30.5 cts. 

22.9 •• 28.4 •' 

21.8 “ 28.3 “ 


For Last Six Months ok each Year. 


To Liverpool, by Steamers. 


To Cork, for Orders, by Sailing Vessels. 


From 

From 

From 

From 

From Mon¬ 

From Mon¬ 
treal. via 
Portland. 

From 

From 

From 

From 

From 

New York. 

Philadelphia. 

Baltimore. 

Boston. 

treal-direct. 

New York. 

Philadelphia. 

Baltimore. 

Bosion. 

Montreal. 

27.6 Cts. 

32.0 cts. 

30.9 cts. 


31.2 cts. 


31.9 cts. 

31.4 cts. 

30.9 cts. 



28 0 “ 

26.7 “ 

25.7 “ 

22.0 cts. 

25.0 “ 


29.2 “ 

28.7 " 

29.7 “ 

27.5 cts. 

3i .8 cts. 

22.4 “ 

27.2 “ 

24.3 “ 

22.4 “ 

28.3 “ 

38.7 cts. 

29.2 “ 


28.5 “ 

24.8 " 

31.7 - 

28.0 “ 

22.5 “ 

25.7 “ 

21.4 “ 

22.9 “ 

86.8 “ 

27.7 

27.0 

27.8 “ 

26.4 *• 

29.2 “ 




For 

Entire Year. 







To Liverpool, 

by Steamers 



T 

o Cork, for Orders, by Sailing Vessels. 


From 

From 

From 

From 

From Mon¬ 

From Mon¬ 
treal, via 
Portland. 

From 

From 

From 

From 

From 

New York. 

Philadelphia. 

Baltimore. 

Boston. 

treal-direct. 

New York. 

Philadelphia. 

Baltimore. 

Boston. 

Montreal. 

22.9 cts. 

26.9 cts. 

27.5 cts. 


28.2 cts. 

33.7 cts. 

29.1 cts. 

28.9 cts. 

29.4 cts. 



25.1 “ 

28.2 “ 

28.8 “ 

23.8 cts. 

28.0 “ 

45.7 “ 

29.4 “ 

28.9 “ 

29.5 - 

27.8 cts. 

81.5 cts. 

20.6 “ 

24.2 “ 

23.0 “ 

20.0 “ 

24.9 “ 

35.0 “ 

27.1 “ 

26.8 “ 

27.1 " 

23.0 - 

29.8 •• 

19.7 “ 

21.4 “ 

22 3 “ 

190 “ 

22.0 “ 

36.1 “ 

25.3 “ 

24.6 “ 

26 .ft “ 

24.1 “ 

2ft .2 «• 



Statement showing inferences in Cents, per 100 lbs., in (he Average Quotatioris of Ocean Rates at Philadelphia, Baltimore, Boston and Montreal, as compared 
with New York. The Differences above New York Rates are marked and those below Neiu York Rates are marked —. 

For First Six Months of each Year. 





To Liverpool, bt Steamers. 


To Cork, for Orders, 

by Sailing Vessel 



Year. 












From 

From 

From 

From 

From Montreal, 

From 

From 

From 

From 



Philadelphia. 

Baltimore. 

Boston. 

Montreal—direct. 

via Portland. 

Philadelphia. 

Baltimore. 

Boston. 

Montreal. 

1877.. 


-r 8.5 cts. 

4 5.9 cts. 


, 1.8 cts. 

4- 15.5 cts. 

4 0.2 cts. 

- 1.7 cts. 



1878.. 


+ 2.4 “ 

t- 4 7 " 

— 1.6 cts. 

1.4 “ 

18.4 “ 

— 0.4 “ 

— 0.3 “ 

— 1.4 cts. 

1.0 cts. 

1879 


4 2.6 “ 

; 3.0 “ 

- 1.2 “ 

0.0 “ 

r 14.8 “ 

0.0 “ 

!- 08 “ 

— 2.1 " 

- 1.4 “ 

1880.. 


4 3.9 “ 

4 2-6 

4 02 “ 

- 4.8 “ 

t- 19.5 “ 

- 0.7 “ 

4 0.9 “ 

— 1.1 “ 

f 5.4 « 





For 

Last Six Months of each Year. 







To 

Liverpool, by Steamers. 


To 

Cork, for Orders, 

BY SAIl.rKO Vessel 



Year. 












From 

From 

From 

From 

From Montreal, 

From 

From 

From 

From 



Philadelphia. 

Baltimore. 

Boston. 

Montreal—direct. 

via Portland. 

Philadelphia. 

Baltimore. 

Boston. 

Montreal. 

1877 

44.4 cts. 

(- 3.3 cts. 


4 8.6 cts. 


— 0.6 cts. 

— 1.0 cts. 



IJWft . 

f-8.7 “ 

t- 2.7 “ 

— i.O cts. 

4 2.0 “ 


— 0.5 *• 

0.5 - 

— 1.7 cts. 

2.6 cts. 

1879.. 


44.8 “ 

r 1.9 •' 

0.0 “ 

!- 5.9 “ 

4 16.3 cts. 

— 1.5 “ 

— 0.7 “ 

— 4.4 “ 

2.5 “ 

1880.. 

. ! 

-0.5 “ 

4 2.7 “ 

j — 1.6 “ 

i - 01 “ 

4- 13.3 “ 

— 0.7 “ 

4 0.1 “ 

— 1.8 “ 

1.5 “ 






For Entire Year. 






Year. 


To Liverpool, by Steamers. 


To Cork, for Orders, 

by Sailing Vessels 














From 

From 

From 

From 

From Montreal, 

From 

From 

From 

From 



Philadelphia. 

Baltimore. 

Boston. 

Montreal—direct. 

via Portland. 

j Philadelphia. 

Baltimore. 

Boston. 

Montreal. 

1877.. 


-i- 4.0 cts. 

4 4.6 cts. 


4 5 3 cts. 

10.8 cts. 

— 0.2 cts. 

- 0.3 cts. 



1878.. 


4 3.1 “ 

4 3.7 “ 

- 1.8 cts. 

4 0.9 “ 

20.6 “ 

— 0.5 “ 

- 0.1 “ 

— 1.6 ets. 

4 21 cts. 

1879.. 


4 8.6 “ 

*- 2.4 “ 

- 06 “ 

4 4.3 - 

1- 14.4 “ 

— 0.8 “ 

0.0 “ j 

— 4.1 “ 

4 2.7 “ 

1880.. 


4 1.7 “ 

4 2.6 li 

- 0.7 •• 

4 2.3 “ 

4 16.4 “ 

— 0.7 “ 

4 0.6 “ 

— 1.2 “ 

4 8.5 “ 
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STATEMENT H. 

\, —Quotations of Rates on Grain via Lake and Canal and Lake and Rail, from Chicago to New York , 
during the year 1880, as per report of Board of Trade of Chicago. 

II. — Average Ocean Rates at New York and Baltimore, for each of the 11 months ending November 

30, 1881. 

III. — Estimate of Average Ocean Rates on Grain exported by Steam and Sail, from New York and 

Baltimore, from January 1 to November 30, 1881. 


Rates on Grain via Lake and Canal and 
Lake and Rail. 

Note.— The estimate for insurance—0.6 cents per 100 lbs. — 
is based upon the charges of 1881 applied to the 
value of grain transported during 1830. 

/ 

Average Ocean Rates at New York 
and Baltimore, 

For each of the. 11 months ending November 
30, 1881. 

Date. 

Lake and Canal Rates. 

Lake 

(Steam) 

AND 

Rail 

Rates. 

1881. 

Ste 

To Liv 

AM, 

Sa 

IL, 

or orders. 

Lake 

(Sail), 

to 

Buffalo. 

Canal, 

buffalo 

to 

N. Y. 
(including 
tolls.) 

Chicago 
to N. Y. 
(including 
Buflalo 
charges 
and tolls.) 

erpool. 

To Cork ft 

New 

York. 

Balti¬ 

more. 

New 

York. 

Balti¬ 

more. 


peMLOO lbf. 

Cent* 
per 100 lb*. 

Cents 

per 100 lbs. 

Per 

Bushel. 

Per 

Bualiel. 

Per 

Quarter. 

Per 

Quarter. 

April 10 

9.9 

12.5 

23.7 




d. 

d. 

*. d. \ 

a. d. 

17 

8.2 

12.5 

22.0 

28.6 

January. .. 


7 + 

74 + 

4 54 + 

5 6 + 

24 

6.3 

11.6 

19.3 

28.6 







May 1 

5.2 

9.8 

16.3 

28.2 

February . . 


54 — 

6A- 

4 11 + 1 

4 11 + 

8 

6.8 

9.6 

17.5 

27.5 







15 

7.7 

10.2 

19.2 

26.7 

March. 


5 — 

64 - 

4 6 + 

4 8 — 

22 

9.0 

10.1 

20.5 

25.1 







29 

10.2 

9.9 

21.4 

27.3 

April. 

4* 


4 6f 

4 84 

June 5 

10.8 

10.5 

22.6 

27.3 







12 

13.2 

11.2 

25.7 

27.5 

May. 


24 

2f + 

4 44 

3 9 + 

19 

12.3 

11.7 

25.4 

26.7 







26 

11.5 

11.9 

24.7 

27.2 

June. 


34 - 

34 - 

4 4| 

3 9 + 

July 3 

10.0 

11.5 

22.8 

26.7 







10 

9.5 

10.8 

21.5 

26.7 

Jul}'. 


4£ - 

4 + 

4 74 

4 3 + 

17 

7.6 

9.5 

18.4 

24.8 







24 

7.2 

9.1 

17.6 

24.8 

August... . 


5 + 

54 - 

5 1 + 

4 8 + 

31 

8.0 

9.7 

18.9 

23.9 







August 7 

9.8 

9.2 

20.3 

25.0 

September.. 


34 + 

4 — 

4 8 — 

4 3 

14 

10.1 

9.4 

20.8 

26.3 







21 

9.1 

9.8 

20.2 

25.0 

October. . .. 


3 — 

34 

4 5 

4 04 

28 

8.7 

10.5 

20.5 

23.0 







September 4 

7.8 

9.7 

18.5 

25.5 

November.. 


44 

54 

4 64 

4 9 + 

11 

7.1 

9.6 

18.4 

22.5 







18 

6.9 

9.6 

18.2 

22.7 







25 

6.8 

9.7 

18.2 

22.5 







October 2 

7.5 

10.1 

19.3 

22.0 

Average for 






9 

9.9 

10.4 

22.0 

23.0 

11 months 






16 

11.9 

10.1 

23.8 

25 4 







23 

12.5 

11.1 

25.4 

26.7 

ending 


•44 

4 t 

4 74 

4 54 + 

30 

12.2 

13.1 

27.1 

26.7 

Nov. 30, ’81, 






November 6 

12.8 

14.3 

28.8 

26.7 







13 

12.1 

13.9 

27.7 

26.5 

in s. and d. 






20 

10.9 

13.0 

25.8 

28.0 







27 

11.2 



29.5 







Av’ge rate.. 

9.4 

10.8 

i 21.6 

25.9 

In cents 

1 

1 




Lake Ins. . . 

0.6 


0.6 

0.6 

per 


[ 14.4 

15.4 

23.0 

22.3 

Av’ge H- Ins 

10.0 

10.8 

22.2 

26.5 

100 lbs. 

P 

1 














































STATEMENT II— Continued. 

Average Ocean* Rates on t Export Grain, from January 1 to November 30, 1881. 



January 1 

to April 

30. 


New 

York. 

Baltimore. 


! Per Cent, 
of 

1 Exports. 

| Average 

1 Ocean 
Rate 

in Cents 

per 

100 lbs. 

Per Cent. 

of 

i Exports. 

Average 

Ocean 

Rate 
in Cents 

per 

100 lbs. 

Steamers. 

44.4 

— 

18.2 

31.1 

21.2 

Sailing Vessels. . 

55.6 I 

23.0 

68.9 

24.7 

Total. 

100.0 


100.0 


Average rate. 


20.87 


23.61 

Average rate higher than New York. 




2.74 


May 1 to November 30. January 1 to November 30. 


New 

York. 

Baltimore. 

New 

York. 

Baltimore. 

Per Cent. 

of 

Exports. 

Average 

Ocean 

Rate 

in Cents 

per 

100 lbs. 

Per Cent. 

of 

Exports. 

Average 

Ocean 

Rate 

in Cents 

per 

100 lbs. 

Per Cent. 

of 

Exports. 

Average 

Ocean 

Rate 
in Cents 

per 

100 lbs. 

Per Cent. 

of 

Exports. 

Average 

Ocean 

Rate 

in Cents 

per 

100 lbs. 

44.4 

12.5 

31.1 

13.4 

44.4 

14.4 

31.1 

15.4 

55.6 

23.0 

68.9 

21.0 

55.6 

23.0 

68.9 

22.3 

1 100.0 

18.34 

100.0 

18.64 

100.0 

19.18 

100.0 

20.15 

.... 



0.30 




0.97 


Note 

N ote 
Statement K. 


1.—The above rates are on the basis of Stoam to Liverpool, and Sail to Cork, for orders 

2—Tho amounts estimated as exported by Steam and Sail during each period, wore assumed to be in the same proportion as those shown 


l >7 




























STATEMENT J. 


Destination of Export Corn and Wheat from New York and Baltimore during Crop Year ending 
August 3L, 1830, and from Philadelphia during Calendar Year ending December 31, 1880. 




New York. J J 

1 


1 t 

eZ 

Bushki.s. « 

1 £ 1 

Great Britain : 

9,234,783 8.1 

rpool 

11.278,805 9.9 


4,485,581 3.9 

Hull 3 . 

4,255,559 3.8 


1 3,091,014 2.7 

389.982 0.3 



448,931 0.4 

Gloucester 

. 242,740 0 2 

Cork and Queenstown. 

19,727.255 17.4 

New Castle. 

799,258 0.7 


1 374,193 1 0.3 

Other British ports. 

10,175,351 9.0 

Total British ports.. 
Ger., Dutch and Belgian Ports : 

64,503,462 56.7 

7,756,377 6 9 

Hamburg 

4,723,139 4.2 

Bremen ° 

1,611,484 1.4 

Rotterdam... 

2,861,890 2.5 


I 164,340 0.2 

Other German ports. 

925,902 0.8 


g- O 


Total Ger., Dutch and Belg. pts.. 

Denmark . 

Sweden and Norway. 

France : 

Havre.. 

Marseilles. 

Bayonne.. 

Dunkirk. 

Rouen .. 

Calais. 

St. Nazaire ... . 

Bordeaux. 

Other French ports. 


18,043,1? 

2,830,7! 

731,5s 

4,241,5! 
1,577,8‘ 
64.2( 
1,273,6! 
1,332.51 
1,030,7! 
680,11 
596,4' 
1,494,7 




960,811 

198,457 

100,338 


Total French ports.. 12,291,86' 

Portugal: 

Lisbon. 

Oporto. 

Other Portuguese ports. 

Total Portuguese ports. 

Spain : 

Vigo. 

Barcelona. 

Gibraltar. 

Cadiz. 

Other Spanish ports. 

Total Spanish ports. 

Italy : 

Genoa. 

Naples. 

Other Italian ports. 


1,259,606 

10,056 

290,945 

366.325 

30,262 

1,475,540 


2,173,128 


... 1,108,524 

;.j 1,721,787 

Total Italian ports.. 2,858,519 

All Other Ports : 

Geneva. . 

Other Continental ports. 

Brazil. 

Argentine Republic. 

Other South American Ports. 

West Indies . 

Central America. . 

British North American Colonies. 

Other Countries. 


7,574,351 
700 
62,746 
252,560 
622,609 
3.639 
18,197 
377,200 

Total other ports.. 8,995,662 

Total export, corn and wheat.. 113.687,702 


65.0 4,812,248 
80.3 467,216 
87.2 107,449 


806,394 

3,456,210 

95,915 

619,582 

513,323 

1,586,576 

1,344,029 

405,285 

9.299,455 

701,140 

208,678 

7,695,917 


14.0 26,732,504 


2,668,449 

541,532 

646,716 

984,826 


15.8 17.4 
1 5 13.3 
0.4 12.8 


71 

84,769 


96.6 114,538 

57.6 30,347,274 


4,886,818 

227,822 


t-o£ 


1,716,647 

28,200 

625,910 

1,734,738 

3,318,614 

1,039,191 

2,653,916 

4,517,723 

3,854,706 


16.9 19,489,645 


24,585 

128,619 


153,204 0.3 


0 4 
100.0 


22,183 

24,321 


7,735 

142,141 


15.4 53,373,359 


1 6 20.8 

V4 
0.1 


1.5 


19.8 


2.2 

27.0 


Note.—T he New York statement w a s corn ^ighthAnnual°^Report* of 8 the Philadelphia Board* of 

atiSi ssss from •>» ,he BaHtaore c,,rn “ 4 F, °" r 

Exchange for 1880, pages 93 and 94, and 111 to 113 inclusive. 
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STATEMENT K« 

Estimate of A verage Ocean Rates on Grain Exported by Steam and Sail from New York , Philadelphia 
and Baltimore, during the year, and during the periods of Open and Closed Navigation of the Year 

1880. ■ „ 

During the Year. 



New 

York. 

Philadelphia. 

Baltimore. 

Bushels. 

Per Cent. 

®=§ Bushels. o 


Bushels. 

c 

O 

£ 

1 5a . 

Hr 

Steamers 

48,898,852 

44.4 

19.7 7.390,000 25.1 

21.4 

12,804,529 

31.1 

22.3 

Sailing Vessels. 

61,260,969 

55.6 

25.3 2»,067,000 74.9 

24.6 

28,383,410 

68.9 

25.8 

Total, 

110,160,821 

100.0 

29,457,000 100.0 


41,187,939 

100.0 


Average Rate. 



22.81 

23.79 



24.71 

Ave. Rate higher than from N. Y.. 




0.98 



1.90 


During Open Navigation. 


New Youk. Philadelphia. Baltimore. 


Steamer* . 

Sailing Vessel*. 

Total, 

Average Rate. 

Ave. Rate higher than from N. Y.. 









« ! 


Tons. 

= 

O 

i If 

Tons 

3 


Tons. 

o 

°o; 



5 i j 


© 

* i -- 


£ i 

tyr 










1,302,369 

44.4 

23.0 

143,857 

25 1 

22.5 

265,595 

31.1 

25.7 

1,630,895 

55.6 

27.7 

429,279 

74.9 

27.0 

588,407 

689 

27.8 

2,938,264 

100.0 


573,136 

100.0 


854,002 

100.0 


25 61 

25.87 

27.15 


0.26 

1.54 


During Closed Navigation. 


Steamers. 

Sailing Vessels. 


New 

York. 


Philadelphia. 

Baltimore. 


Tons. 

Per Cent. 

Iff 

Si 2 

Tons. 

c 

3 ||| 

~ i 

Tons. 

Per Cent. 


245,000 

306,802 

44.4 

55.6 

16.4 

22.9 

37.421 

111,665 

25.1 20.3 
74.9 22.2 

82,401 

182,553 

31.1 

68.9 

190 

23.8 


Total, 

551,802 

100.0 


149,086 


264,954 

100.0 


Average Rate.... 




20.01 


21.72 



22.31 

Ave. Rate higher than from N. Y. . 



1.71 


2.30 


Note 1 . The rates during the year are on tho basis (4 Steam to Liverpool, and Sail to Cork for orders, for entire 
year ol 1880; the rates during open navigation arc taken from the last six months of 1880, and the rates 
during closed navigation for llrst six months of 1880. See Stalement “ G.” 

Note 2.—The Statement for tho year shows the quantities of Corn and Wheat exported by Steam and Sail 
from New York, us per N. Y. Produce Exchange Annual Report for 1880, page 351; from Philadelphia 
for the year ending December 81, 1880, as furnished by Messrs. Peter Wright & Sons; and from Balti¬ 
more for the Crop year ending August 81, 1881, compiled from the Baltimore Journal of Commerce of 
September 3, 1881. 

Note 8.— Estimate of Exports of Grain duiing seasons of Open and Closed Navigation, arc based upon the 
receipts of grain at New \ork, Philadelphia and Baltimore during the respective periods, assuming that 
the percentages of receipts exported during each period were the same as for the entire year, via.: New 
or , 80 pei cent., Philadelphia, 64.6 per cent,, Baltimore, 84 per cent. The amounts estimated asexported 
>j steam and by sail during each period, were assumed to be in the same proportion as the exports during 
the whole year. 
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STATEMENT L. 

Estimate of Average Rate per 100 lbs. for Transporting Grain to and through New York, Philadelphia 
and Baltimore, by all Routes , during the year 1880. Also, during Open Navigation of same year. 


During- the Year 1880. During Open Navigation, 1880. 

_ 



Weight in 
Tons. 

Average quoted 

Rates in cents 

per 100 lbs. 

Estimated 

Revenue. 

Weight in 
Tons. 

Average quoted 

Rates in cents 

per 100 lbs. 

Estimated 

Revenue. 

New York : 

Lake and Canal. 

Lake and Rail. 

Rail—Through. . 

Totals—Tonnage and Estimated Revenue. 
Average Inland Rate. 

1,975,552 

712,257 

1,668,525 

22.2 

25.25 

30.0 

$8,771 450 
3,596,898 
10,011,150 

1,975,552 

712,257 

978,772 

22.2 

25.25 

27.5 

$8,771,450 

3,596,898 

5,383,246 

4,356,334 


3,666,581 

$17,751,594 

25.69 

22.81 

$22 379,498 

24.21 

25.61 

Average Ocean Rate. 





Average Through Rate. 





48.50 

23.25 

28.0 

49.82 

23.25 

25.5 

Philadelphia : 

Lake and Rail . 

Rail—Through. 

Totals—Tonnage and Estimated Revenue. 
Average Inland Rate. 

171,377 

946,613 

$796,903 

5,301,032 

171,377 

715,830 

$796,903 

3,650,733 

1,117,990 

$6,097,935 

887,207 

$4,447,636 

27.27 

23.79 

51.06 

22.25 

27.0 

25 07 
25.87 

50.94 

22.25 

24.5 

Average Ocean Rate. 





Average Through Rate. 




Baltimore : 

Lake and Rail. 

Rail—Through. 

Totals—Tonnage and Estimated Revenue. 
Average Inland Rate. 

160,429 

1,171,662 

$713 909 
6,326,974 

160,429 
• 856,240 

$713,909 

4,195.576 

1,332,091 

$7,040,883 

1,016,669 

$4,909,485 

26.43 

24.71 

24.14 

27.15 

Average Ocean Rate. 








Average Through Rate. 

51.14 

51.29 






Recapitulation. 



During the Year 1880. 

During Open Navigation, 
1880. 

N. Y. Phila. 

Balt. 

N. Y. Phila. 

Balt. 

Average Inland Rate . 

Less or more to New York, allowing Differentials. . 

Less to New York, without Differentials. 

Average Ocean Rate. 

Less from New York 

25.69 cts. 27.27 cts. 

.—1.58 - 

.. 3.58 “ 

22.81 cts. 23.79 “ 
. 0.98 “ 

26.43 cts. 
-0.74 “ 
3.74 “ 
24.71 “ 
1.90 “ 
51.14 “ 

2.64 “ 

5.64 “ 

24.21 cts. 25.07 cts. 

.-0.86 “ 

. 2.86 “ 

25.61 cts. 25.87 “ 
. 0.26 “ « 

24.14 cts. 
-1-0.07 “ 

2.93 “ 

27.15 “ 
1.54 “ 

51.29 “ 
147 “ 
4.47 “ 

Average Through (Inland and Ocean) Rate. 

Less via New York, allowing Differentials. 

Less via New York, without Differentials. 

48.50 cts. 51.06 “ 

. 2.56 “ 

. 4.56 “ 

49.82 cts. 50.94 “ 

. 1.12 “ 1 

. 3.12 “ 


Note I.— The average Rail rate during the year 1880, according to tariff, was 32.5 cents per 100 lbs., Chicago to 
New York, but as this rate w as not always fully maintained. 30 cents has been estimated as the average 
rate during the whole year. During open navigation the tariff rate was 30 cents, but for same reasons has 
been estimated at 27.5 cents. 

Note II.—The average Lake and Rail rate, as reported by the Chicago Board of Trade, was 25.9 cents; on account 
of probable reductions in rail proportion, it has been assumed 1.25 cents lees, making it 24.65 cents 4- 0.6 
cents insurance, = 25.25 cents. The rates on grain from Buffalo were probably less, on account of reduced 
rail rates, but have been estimated the same as lake (steam) and rail. The grain shipments originating at 
Buffalo, were 479,505 tons to New York, and 18,646 tons to Philadelphia. 

Note III.— No estimate has been made of the average rate to Boston, as the reports of rail receipts at Boston do 
not include the receipts via the Grand Trunk Railway, and are therefore incomplete. 

Note IY.—The estimate of average rates is based upon grain carried to seaboard by the Trunk Lines from 
their Western termini and beyond. 

In the Produce Exchange reports of total receipts at seaboard cities, there is included grain from points 
East of Western termini of the Trunk Lines, as well as grain from other transportation routes. 

A comparison of Trunk Line and Produce Exchange Statements will show' that New' York received 
from these sources 299,450 tons, or about 10,000,000 bushels ; Philadelphia, 217,359 tons, or about 7,000,000 
bushels ; Baltimore, 388,921 tons, or about 12,000,000 bushels. 

Expressed in percentages of the whole receipts, this grain, for the transportation of which the Trunk 
Lines do not compete, amounts at New York to 6.4 per ceut. ; at Philadelphia to 16.3 per cent. ; and at 
Baltimore to 22.C per cent, of the whole receipts. 

















































































